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Education for economic growth has become a rallying 
cry in state capitols in recent years. Initiatives in every state, 
prompted by legislators, governors, and the business sector, are 
intended to upgrade teaching and learning in the face of a dynamic, 
global economy. Competing theories describe the nature of that 
economy and argue over whether the United States will become a 
two-tiered society; however, the antagonists agree over the role of 
education in teaching prospective employees how to adapt their skills 
to meet the needs of a changing economy. Although education appears 
not to have figured prominently in business decisions on where to 
expand or relocate, this situation may be changing. More states are 
concentrating on nurturing homegrown businesses instead of chasing 
after that once-in-a-lif etime business location decision. The needs 
of employers are important to state efforts to link education and 
economic growth; just as important, however, are the needs of the 
potential employees (the students). Because the backgrounds of 
students are more diverse than in the past, policymakers will have to 
target their educational programs more effectively. At the same time, 
demographic trends indicate that citizens of one state will have a 
vested interest in the education provided to young people in other 
states. Educators want to be more involved in decisions affecting 
state economic development, but institutional linkages need to be 
forged. Although the verdict remains out on the impact of all this 
new activity, it is time for state policymakers to begin raising the 
appropriate questions. (KC) 
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Executive Summary 



Elconomists might caU for a cost-benefit analysis. Politi- 
cians might claim: ''There's no such thing as a free lunch/' And 
Bruce Springsteen might sing: ''The door's open, but the ride it 
ain't free." Whatever the source, the mess&^^s is the same. It is a 
message that describes the relationship between education and 
economic growth. 

The nation's leaders are preoccupied with thoughts of making 
America economically competitive. State agendas are overflowing 
with programs to reform and restructure education. Clearly, oppor- 
tunity has knocked, the door's been opened, and only now are we 
assessing the costs and the outcomes. 

Education for economic growth has become a rallying cry inside 
state Capitols in recent years, rivaled only by calls for educational 
excellence. Frequently, the slogans are used interchangeably. They 
d3scribe initiatives in every state, prompted by legislators, gover- 
nors, and the business sector, to upgrade teaching and learning in 
the face of a dynamic, global economy (Chapter 1). 

Competing theories describe the nature of that economy and 
argue over whether the United States will become a two-tiered 
society. Where the antagonists agree, however, is over the role of 
education in teaching prospective employees how to adapt their 
skills to meet the needs of a changing economy, whatever its nature 
(Chapter 2). 

Rhetoric notwithstanding, education appears not to have 
figured prominently in business decisions on where to expand or 
relocate. Yet this situation may be changing, particularly as more 
and more states concentrate on nurturing homegrown businesses 
instead of chasing after that once-in-a-lifetime business location 
decision, such as the one involving the celebrated Saturn plant 
(Chapter 3). 

Certainly, the needs of employers are important to state efforts 
to link education and economic growth. Just as important, 
however, ai'e the needs of the potential employees, the students. 
Because the backgrounds of students are more diverse than in the 
past, policymakers will have to target their educational programs 
more effectively. At the same time, demographic trends indicate 
that citizens of one state will have a vested interest in the education 
provided to young people in other states (Chapter 4). 

When it comes to education and economic growth, state educa- 
tion agencies and departments of development seem to be going 
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their separate ways. Educators want to be more involved in deci- 
sions affecting state economic development, but institutional 
linkages need to be forged. Newest efforts to cooperate are found 
primarily at the postsecondary level but even here, hard %ta on 
what policies work best are scarce (Chapter 5). 

A number of state initiatives show promise in assisting 
legislators to evaluate the impact of their reform efforts. These 
range from state practices that involve strategic planning and 
analysis of demographic trends; to policy decisions that provide 
oversight of public school and postsecondary reforms; to efforts 
that coordinate policy decisions, both within and across state lines 
(Chapter 6). Several states, some with more success than others, 
have adopted more comprehensive, long-term industrial plans. 

Although the verdict remains out on the impact of all this new 
activity, it is time for state policymakers to begin raising the ap- 
propriate questions. It is sincerely hoped that this legislator's 
guide to education and economic growth will assist them in this 
effort (Chapter 7). 
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Introduction to 
Education and 
Economic Growth 



is our conviction that economic growth is essential And it is 
our judgement that a high general level of education is perhaps the 
most important key to economic growth,'' 

Task Force on Education 
for Economic Growth, 

Education Commission of 

the States, Action for Excellence 

"In short, the educational reform movement is powerful and effec- 
tive because it is rooted in a set of economic changes that are requir- 
ing educational adaptation, " 

Paul E. Peterson, The Brookings 

Institution, 
"The Politics and Economics 

of Educational Reform" 



Eiducation for economic growth has become a rallying 
cry inside state capitols in recent years, rivaled only by calls for 
educational excellence. Frequently, the slogans are used inter- 
cliangeably. Based on the premise that a better educated workforce 
will help bolster a state's economy, policymakers created task force 
upon task force— 280 in their heyday in 1984— to ad\ise them on 
how to improve the schools. 

Individual efforts of legislators and governors to forge the 
education-economic growth link were aided greatly by national 
reports, such as^l Nation atKisk^ which in April 1983 issued the 
now-famous warning: "The educational foundations for our society 
are presently being eroded by a rising tide of mediocrity that 
threatens onr very future as a Nation and a people."* A few pages 
later, the report made the economic growth-education connection 
explicit: 

More and more young people emerge from high school 
ready neither for college nor for work. This predicament 
becomes more acute as the knowledge base continues its 
rapid expansion, the number of traditional jobs shrinks, 
and new jobs demand greater sopliistication and prepara- 
tion.^ 

The push for educational improvements is not without its inter- 
national dimension. In responding to President Reagan's call for 
recommendations to sharpen America's competitive edge in the 
world marketplace, the Business-Higher Education Forum con- 
cluded in April 1983: 

We make one central recommendation: Our society must 
develop a consensus that industrial competitiveness on a 
global scale is crucial to our social and economic well- 
being. . . . Unless we rebuild the American economy and 
strengthen our educational system, it will be increasingly 
ditficult--if not impossible—to maintain a just society, a 
high standard of living for all Americans, and a strong 
national defense.^ 

The forum went beyond calling for technological innovations. 
The 16-member task force— including university presidents from 
Harvard, Notre Dame, and the University of California, as well as 
executives from Rockv/ell, Ford, General Electric, and AT&T— also 
called for institutional change. This translated into building new 
partnerships among govenunent, business, education, labor, and 
individual citizens. Urged the forum: "Above all, we need a focused 
national commitment. We must start now."^ 



Just what has resulted from these callfi for action? Here are four 
observations: 

First, amid entreaties for national action, most of the initiatives 
linking education and economic growth are occurring at the state 
level Formerly considered the fallen arches of the federal system, 
state governments now ai^e setting the pace in reforming current 
policies. As The Washington Post columnist David Broder noted, 
New Federalism has, in fact, been realized, mainly through the ef- 
forts of state elected officials. **That shift is what Reagan set out to 
accomplish four years ago,'* wrote Broder in 1985, "and the extent 
of his success is measured by the degree of normality governors 
and legislators of both parties now see in a situation that truly is 
revolutionary.*'*^ Nowhere is the shift from federal to state agenda- 
setting more striking than in the current education reform move- 
ment. ''Through federal budget policy the states have been 
starved, not into submission, but into self-reliance," add education 
policy analysts Denis Doyle and Terry Hartle.® 

Second, the push to improve education for economic growth is 
involving new players. Most states now have formal partnerships 
involving business, labor, education, and general government. 
Recognizing that it will be the main beneficiary of an 
educated— and employable— workforce, the private sector has of- 
fered its resources and support to individual schools, to state blue 
ribbon study commissions, and to university-based research and 
development (R&D) efforts. Many captains of industry argue for 
business involvemen*^ in education over the long haul. Asserts 
William Woodside, chair and former chief executive office^ of 
Primerica (the American Can Company), this involvement ''will 
mean organizing [the corporate sector] into an active, sustained 
support mechanism on behalf of public education.'*' Or, as the 
Committee for Economic Development admits: "A firm and endur- 
ing commitment to excellence in education on the part of America's 
business community is not merely a matter of philanthropy; it is 
enlightened self-interest.**^ The inevitability of linking education to 
economic growth became clear for educational policymakers, as 
fewer voters had kids in school and therefore less of an obvious self- 
interest in supporting education. 

Third, not only does the current education reform effort enlist 
new players, it also involves old players in new roles. Governors 
and legislators, long accustomed to pr'^posing education budgets 
and appropriating the funds, now are spelling out the particulars of 
education policies as well. During the mid-to-late seventies, most 
legislatures excelled at designing school finance formulas to boost 
and equalize the distribution of state aid to school districts. Back 
then, the discussion centered on funding. Today, the legislative 
debate is more likely to highlight specific programs— career lad- 



ders, pupi) competency testing, more time in school, and 
university-based centers of excellence, to name a few. Money is still 
a very real concern to lawmakers, but so is what the money will 
buy. 

Fourthy most state efforts to link education and economic 
growth in large measure are based on good faitk National debates 
using education to improve economic well-being date back more 
than 100 years, to the creation of the land grant colleges in 1862. 
But these debates are a fairly recent phenomenon at the state level. 
We certainly can assume the existence of a relationship between 
education and economic growth on common sense grounds; that is, 
educated individuals are more likely to have jobs, are easier to 
retrain, and, as employees, are able to pay taxes and purchase prod- 
ucts and services provided by others. Conversely, individuals who 
lack education are more likely to be unemployed, non-taxpaying 
citizens, and "consumers'' of expensive public services, such as 
welfare and the correctional system. Yet we simply do not know yet 
which of the myriad of state reforms enacted over the past several 
years will make high school graduates more creative, more produc- 
tive, and essentially more employable. We simply do not know yet 
which job training, research and development, or state technical 
assistance efforts involving postsecondary institutions will con- 
tribute significantly to improving a state's economy. 

It may be too early to assess the impact of most state initiatives 
linking education with economic growth. It is not too early, 
however, to highlight some of the mor '•'^mising state initiatives. 
Nor is it too early to raise the approprit»v . questions for legislators 
to assess these programs. This is the purpose of this book. 

Notes 

1. A Nation at Risk, The National Commission on Excellence in Educa- 
tion (Washington, D.C.: Department of Education, April 1983), p. 5. 

2. Ibid., p. 12. 

3. Americans Competitive ChallengCy A Report to the President of the 
United States from the Business-Higher Education Forum, Washington, 
D.C., April 1983, p. iii. 

4. Ibid., p. iv. 

5. David S. Broder, "Reagan's Ironic Revolution," The Washington 
Post, August 11, 1985. 

6. Denis P. Doyle and Terry W. Hartle, Excellence in Education, The 
States Take Charge (Washington, D.C.: American Enterprise Institute, 
1985), p. 63. 

7. Remarks by William Woodside, ''Business in Education: How Good 
a Grade," presented to the New Business Initiatives in Education Con- 
ference, New York, N.Y., March 27, 1985, p. 10. 

8. Investing in Our Children (Washington, D.C.: Committee for 
Economic Development, September 1985), p. 5. 
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goods is giving way to the provision of services, a trend that began 
several decades ago and is expected to continue into the 1990s. (See 
Figure 1.) Notes M.I.T. economist David Birch: "Only 10 percent 
of our labor force makes anything . . . [and] only 2.5 percent of our 
labor force grows things."^ 

The service sector has been the largest job generator in recent 
years, with small businesses leading that growth. From 1976 to 
1982, firms with fewer than 100 employees generated 52.6 percent 
of the total net employment growth.^ Between 1980 and 1982, 
these new enterprises in fields such as education, law, and social 
services increased their ranks by 10 to 15 percent each year. One in 
every six new jobs comes from manufacturing. Although this sec- 
tor will account for nearly 19 percent of all jobs by 1995, three out 
of four new jobs will be in provision of services. 

The transformation from a manufacturing to a service economy 
may be misleading, however. Notes Janet Norwood, U.S. Commis- 
sioner of Labor Statistics: "Job growth within broad industries has 
been uneven, and we expect that it will continue to be uneven."* 



Figure 1. 

Employment by Major Economic Sector, 1955-1982 
and Projected 1982-1995 



Millions ol jobs 
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^960 1970 1980 1990 1995 



Source: "Our Changing Economy: A BIS Centennial Chartbook," 
Bulletm 2211 (Washington. D.C.: Bureau of Labor Statistics, 1984), 
p. 49. 
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Steel, textiles, and leather may be declining industries, according 
to the Bureau of Labor Statistics, but manufacturing industries 
such as pharmaceuticals, computers, electronic components, and 
health care instruments are projected to expand. The real shift, 
argues M.I.T/s Birch, is not away from manufacturing into service 
jobs but from "reliance on muscles and dexterity to reliance on 
brains."^ The strict dichotomy between manufacturing and service 
jobs no longer may make sense. 

Then what will the labor force of the future look like? The 
Bureau of Labor Statistics (BLS) has developed job growth projec- 
tions for 1,700 occupations between 1982 and 1995. BLS expects 
the total labor force to grow more slowly during the next decade 
than during the past decade, encompassing 131.4 million people by 
1995. The economy will generate 25.6 million more jobs between 
1982 and 1995. Women will account for two-thirds of the growth 
and minorities for one-quarter. The workforce is also growing older, 
with more adults aged 25 to 54 and fewer members aged 16 to 24.' 



Table 1. 

The Ten Most Rapidly Declining Occupations 

Number of Jobs Percentage Decb'ne 



Occupation 


in Workforce 


1982-1985 


1. Railroad conductors 


18,000 


-32.0 


2. Shoemaking machine 


36,000 


-30.2 


operators 






3. Aircraft structure 


26,000 


-21.0 


assemblers 






4. Central telephone 


87,000 


-20.0 


office operators 






5. Taxi drivers 


52,000 


-18.9 


6. Postal clerks 


252,000 


-17.9 


7. Private household 


850,000 


-16.9 


workers 






8. Farm laborers 


1,019,000 


-15.9 


9. College and university 


632,000 


-15.0 


faculty 






10. Roustabouts 


80,000 


-14.4 



Source: George T. Silvestri, John M. Lukasiewicz, and Marcus E. Einstein, 
"Occupational Employment Projections Through 1995," Monthly Labor 
Review (Washington, D.C.: Bureau of Labor Statistics, November 1983), 
pp. 37-49. 



Er|c 17 7 



Shrinking Occupations 



Some occupations are expected to decline over the next decade, 
primarily industries that are either contracting or severely affected 
by technological change, as indicated in Table 1. 



Expanding Occupations 



Fewer of us will be conducting trains, making shoes, or driving 
cabs. But what will more of us be doing? Working on computers or 
assisting lawyers, according to the BLS projections listed in Table 
2. Most of the fastest-growing occupations of the next decade will 
come from high-technology fields, accounting for 3 to 17 percent of 
all new jobs by 1995, depending on the definition of high 
technology.* 

While more and more of us will be working in high-tech fields, 
most of us still will be performing low-tech skills such as maintain- 
ing buildings, ringing up cash registers, and taking lunch orders. In 
fact, the ten fastest-growing occupations in Table 2 total fewer 



*No one definition of high tech exists. The Bureau of Labor Statistics has 
come up with three: (1) The largest group consists of industries where the 
ratio of scientific and technical workers (engineers, scientists, mathematics 
specialists, and computer specialists) to all v;orkers is at least 1.5 times the 
average for all industries. (2) The smallest group consists of industries with 
a ratio of research and development expenditures to net sales at least twice 
the average of all industries. (3) The middle group combines both of the 
other definitions and uses high tech to define any industry where the pro- 
portion of technology-oriented workers is equal to or greater than the 
average for all manufacturing industries and where the ratio of R&D 
expenditures to sales is closa to or above the average of all industries. 

In an article on "Education's Role in Economic Growth'* for State 
Legislatures magazine (October 1983), Dan Pilcher lists the following 
employment fields considered by economists and investors to be high 
technology: (1) business and personal computers; (2) genetic engineering; 
(3) robotics? (4) fiber optics, lasers and microwaves; (5) computer software; 
(6) office automation; (7) cellular mobile radio; (8) computer graphics; 
(9) consumer electronics; (10) medical technology; (11) computer chips; 
(12) data-base services; (13) military technology; and (14) video and adver- 
tising technology. 

Frank T. Gary, head of IBM, describes high technology as "efficient, 
responsive, quality operations supported by the right tools, the right train- 
ing, and the right leadership." 

Finally, one anonymous wag defines high tech as ''any industry that 
creates jobs.** 
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Table 2. 



The Ten Fastest- Growing Occupations 

Number of 
Jo* i in Workforce Percentge Growth, 
Ocaipation by 1995 19824995 

1. Computer service 108.000 96.8 
technicians 

2. Legal assistants 88,000 94.3 

3. Computer systems 471,000 85.3 
analysts 

4. Computer programmers 471,000 76.9 

5. Computer operators 371,000 75.8 

6. Office machine 95,000 71.7 
repairers 

7. Physical therapy 55,000 67.8 
assistants 

8. Electrical engineers 528,000 65.3 

9. Civil engineering 58,000 63.9 
technicians 

10. Peripheral ED? 80.000 63.5 

equipment & operators 



Source: George T. Silvestri, John M. Lukasiewicz, and Marcus E. Ein- 
stem, "Occupational Employment Projections Through 1995," 
Monthly Labor Review (Washington, D.C.: Bureau of Labor 
Statistics, November 1983), pp. 37-49. 



than the number of building custodians projected to be needed by 
1995— the leading occupation according to BLS, as indicated in 
Table 3. 

Eigh-tech jobs may be only a small part of the emerging 
workforce. But application of technology in the workplace will pro- 
foundly affect many jobs, including those listed in Table 3. For 
example, increasing numbers of secretaries will use word pro- 
cessors; bookkeepers will use computerized financial spreadsheets; 
clerical workers v.'ill use automated and computerized record 
systems to make purchases and update inventory; mechanics will 
use mini-computers to inspect and diagnose equipment; and 
telephone operators will use computerized directories.^ 

The application of technology in the workplace can either 
upgrade or downgrade existing jobs. Will the impact be good news 
or bad news for the economy and for those who expect to be gainful- 
ly employed? 




Table 3. 



The Ten Occupations %vith Largest Job Growth in Numbers 



Occupation 


Number of Jobs 
in Workforce 
by 1995 


Increase 
in Jobst 
1982-1995 


Percentage 
Growth 
19824995 


1. Building 
custodians 


3,606,000 


779,000 


27.5 


2. Cashiers 


2,314,000 


774,000 


47.5 


3. Secretaries 


3,161,000 


719,000 


29.5 


4* Office clerks 


O f\A A f\f\{\ 

o,U44,UUU 


Ct€\ll f\f\f\ 


29.0 


5. Sales clerks 


3,601,000 


685,000 


23.5 


6. Registered 
nurses 


1,954,000 


642,000 


48.9 


7. Waiters and 
waitresses 


2,227,000 


562,000 


33.8 


8. Kindergarten 
and elementary 
school teachers 


1,877,000 


511,000 


37.4 


9. Truck drivers 


2,029,000 


425,000 


2G.5 


10. Nurses aides 


1,642,000 


423,000 


34.8 



and orderlies 



Source: George T. Silvestri, John M. Lukasiewicz, and Marcus E. Einstein, 
"Occupational Employment Projections Through 1995,*' Monthly Labor 
Review (Washington, D.C.: Bureau of Labor Statistics, November 1983), 
pp. 37-49. 



The Bad News Answer: A Bipolarized Society? 



Stanford University researchers Russell Rumberger and Henry 
Levin have studied the BLS job projections and the use of 
automated machines in several occupations. They predict that 
technology is more likely to simplify and routinize work tasks, 
displacing jobs and undermining employment in general and 
skilled workers in particular.^ Overall employment growth is 
targeted to low- and mid 4 occupations, conclude Rumberger 
and Levin. "Not only will . i tech provide few job opportunities 
in the future economy, bu ,jst new jobs will require no post- 
secondary schooling and will pay wages significantly lower than 
the average." 

Already one in five college graduates is taking a job that does 
not require a college degree, a trend that is likely to continue, 
according to Ronald E. Kutscher, associate commissioner of BLS." 
College graduates, however, stillenjoy increased job opportunities. 
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higher salaries, and a lower probability of unemployment.^^ A col- 
lege degree remains a good investment. But it no longer can 
guarantee safe passage into the middle class. 

The bipolarization of the job market and the decline in the de- 
mand for a skilled workforce have been described recently as **the 
declining middle." In an article for Atlantic Monthly, Bob Kuttner 
claims that well-paid assemblyline workers will be replaced by 
legions of lower-paid key punchers, clerks, waiters, secretaries, and 
cashiers. The root of the problem, argues Kuttner, rests with the 
lack of good jobs, not good workers. ''Education and training will 
make the workforce even more frustrated than it is now,"" he con- 
cludes. Several economists from Boston College and M.I.T. concur: 
*'The fact that 63 percent of all the new jobs created in America be- 
tween 1969 and 1982 were in industries paying an average wage of 
less than $12,500 spells real trouble for future political and 
economic stability, especially as that low-wage proportion is ex- 
pected to grow between now and the end of the century."" And if 
this scenario of the future is correct, it has serious ramifications for 
state policymakers. Even if unemployment remains relatively low, 
state coffers are also likely to dwindle, as proportionately fewer 
people earn middle-wage incomes. 



Rebuttal 



Other analysts, studying the same employment projections, re- 
ject these dire predictions. They challenge the pending demise of 
the middle class with the following arguments: 

• Higher-paid manufacturing jobs are not being replaced 
by lower-paid service jobs. While manufacturing jobs 
are disappearing, decline at the bottom end of the wage 
structure— textiles, clothing, and leather— has more 
than offset the decline at the top— automobiles, steel, 
and iron. Absent the loss of smokestack industry jobs, 
total employment in 1983 still would have risen by only 
0.5 percent." 

Diversity in the service sector prohibits it from being 
categorized as either all high wage or all low wage. Fast- 
food operators aiid nursing home attendants may not 
make much money. But employees who work in com- 
puter services, advertising, communications, and legal 
services are paid fairly well. Yet all hold service sector 
jobs.^® In addition, many low-paying service jobs simply 
are replacing other low-paying employment, such as 
that of farm hands or unskilled laborers." 
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vVh?Je the BLS research indicates some shift in employment 
overall, it is toward the iiigher-paying occupations and away froni 
the lower-paying ones. 

• Tec,\nology is not displc^nng the workforce. Gloomy 
predictions of machines replacing workers have been 
ai'ound for a century. According to bLS Commissioner 
Nor\vood, the scenario o: a huge technology-created 
labor surplus has not come abou^ m the past, and it 
seems unlikely to occur in the fore.<?eeabl9 future. New 
technology has transformed nearly all types of occupa- 
tions over the past several decades. Although automa- 
tion may eliminate jobs, it does not necessarily increase 
total unemployment. In fact, more workers are 
employed today in the United States than ever before. 

The impact of technology on the workforce is also likely to be 
gradual rather than immediate. Argues business writer Robert 
Samuelson: 

What is now characterized as high tech simply represents 
a continuing evolution of technology. It is not clear that 
the social implications are any more staggering than in the 
past. The farm mechanization and factory automation of 
earlier decades brought huge economic advances and 
social changes. Factory output today is roughly three 
times the 1950 level, though the manufacturing work force 
has risen less than a third. Likewise, farm output is more 
than twice the 1940 level, but the farm work force has 
declined from a fifth of the total to less than 3 percent. 
These changes not only increased living standards but 
also promoted urbanization and the emergence of office 
and sei-vice jobs that, in part, have brought more women 
into the work force. 

• The middle class is not declining. The distribution of 
workers among the top, middle, and bottom third of oc- 
cupational groups appears to be stable. BLS's Neal 
Rosenthal examined employee earnings for 416 occupa- 
tions across the entire workforce for 1973 and 1982. He 
studied the changes in occupational structure on the 
distribution of workers into low, middle, and high earn- 
ing groups and found that the share of workers in the 
middle remained nearly the same over the 10-year 
period. Concludes Rosenthal, **Changes in occupational 
structure alone from 1973 to 1982, whether caused by 

2d 12 




Table 4. 



U.S. Earning Diotribution of Workers 
1973 and 1982 

Percent 
Distribution 

416 Occupations Annual Pay of Employment 

Rank by Pay 1973 1982 1973 1982 

Top third $10,192-S31.044 $20,020-$40,820 27.7% 29.0% 

Middle third 7,696- 10.192 14,196- 19,968 28.9 33.4 
Bottom third 1,300- 7.644 4,264- 14,196 43.4 37.6 

Source: Neal H. Rosenthal, "The shrinking middle class: myth or reality?" 
Monthly Labor Review (Washington, D.C.: Bureau of Labor Statistics, 
March 1985), p. 4. 



Table 5. 

Educational Requirements for Projected U.S. Job Openings, 

1982-1995 



Job Category 



High Educational 
Requirements 

New Jobs Jobs 
(in milL'ons) 



Low Educational 
Requirements 

New Jobs Jobs 
(in millions) 



Professional 

Managerial 

Sales 

Clerical 

Craft 

Service 

Operations 

Laborers 

Farm 

Total 



5.2 
2.7 
0.6 
2.0 
LI 
0.4 



(0.1) 



6.6 
4.5 
0.7 
LI 
1.3 
0.4 



0.6 



11.9 



15.2 



1.4 
3,0 
2.0 
4.1 
1.1 
2.4 
(0.1) 

13.9 



1.3 
4.4 
2.1 
3.6 
4.0 
1.8 
0.4 



17.6 



Total job openings = 58.6 million 

Percentage needing high educational requirements = 46% 

Percentage needing low educational requirements = 54% 

Source: Bill Honig, '^obs and Education,'' Education Week, May 29, 1985. 
p. 23. 
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technological change, the shift rrom goods-tcrservice 
producing industries, or other factors, do not support 
the notion of bipolarization."^ 

Next, Rosenthal combined the effect of changes in 
relative wages and in occupational structure on the earn- 
ings distribution of workers over the 1972-1983 period. 
Table 4 indicates the results. More workers shifted from 
the bottom to the middle and top thirds, with the middle 
experiencing the greatest gain. 

Future jobs will require more education, not less. Califor- 
nia State Superintendent of Public Instruction Bill 
Honig has studied the BLS projected job openings from 
1982 to 1995 and argues that the workforce will need 
more, not less education. Honig aggregated the work- 
force into nine broad categories. He then used both new- 
ly created jobs and net job replacements to estimate the 
number of job openings by 1995. Next, Honig deter- 
mined which jobs would require high or low levels of 
education and training. The results are listed in Table 5. 

According to Superintendent Honig's figures, 46 per- 
cent of the projc-cted job openings by 1995 will require 
higher levels of academic preparation, skills normally 
associated with college. The trend is upward from 38 
percent of jobs requiring such preparation in 1982. 
Future occupational opportunities are likely to favor the 
well-educated, concludes Honig. 



The Good News Answer: A Leading 
Edge Economy? 

The middle class may not vanish tomorrow. But technological 
innovations still will prompt significant change. Two 
developments in particular challenge the likelihood of maintaining 
a large pool of low-skilled, low-paying jobs: automation and shift- 
ing production overseas. 

Automation may eliminate jobs entirely. For example, cus- 
tomers serve as their own tellers every time they withdraw money 
from an automated teller machine. Robots— the new class of steel- 
collar workers— now are replacing humans on parts of the 
automobile assomblyline." 

Shifting production overseas capitalizes on a cheaper labor pool 
in other countries. A Dallas firm now pays 200 data processors in 
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China S50 per month, and a New York company pays word pro- 
cessors in Barbados S1.50 per hour. The going hourly rate for these 
positions in the United States is S4 to S12." 

Faced with job obsolescence or competition at the low end of the 
employment base, how should the United States respond? Upgrade 
the job skills of the entire workforce, suggests Marc Tucker, ex- 
ecutive director of the Carnegie Forum on Education and the 
Economy. Tucker argues that the United States should try to 
become "the leading edge supplier" to the world: 

The most promising strategy is for America to become a 
leading edge supplier of goods and services to the world. 
In the product realm, that means being the first to invent 
and exploit new materials and new energy sources, to 
figure out how to produce goods that consume much less 
energy in their operation, to incorporate unprecedented 
levels of intelligence in the things we make, to identify and 
meet the needs of new markets, to invent more attractive 
products at much lower price3 for established markets." 

Capturing the market on providing desirable prcducts 
unavailable elsewhere would support a highly paid labor force. 
According to Tucker, **The best prospects for this country lie in an 
economy based on innovation— technological, managerial, and in- 
stitutional—on the application of new knowledge and creative 
ideas to human problems."" 

This strategy has both positive and negative, or at least 
challenging, consequences. Becoming the leading edge supplier to 
the world would enable the United States to maintain a high stan- 
dard of living. But it also would require a society always on the 
move. Once a new product has been in mass production for awhCe, 
foresees Tucker, pressure Co automate or shift production offshore 
would take hold. "It is not enough to get on the leading edge; we 
have to stay there."" 



Good News and Bad News 



Things may look upbeat for the economy as a whole. Employ- 
HiBnt is up. The middle class survives. High-level skills are in 
demand. 

Yet technological change can be disruptive on an individual 
levels especially on the one whose job is lost. 
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In assessing the impact of technology on employment, former 
U.S. Secretary of Labor Ray Marshall concedes: '*My main conclu- 
sion is that nobody knows what the net effect of new technology 
will be."^ Nevertheless, Marshall does offer five subconclusions, 
which he feels "seem to be relatively certain": 

(1) Technology will cause rapid changes, placing a 
premium cn adaptable organizations, institutions, in- 
dividuals, and policies. 

(2) Technology can be slowed or accelerated, but it is 
unlikely to be stopped or deflected. Therefore, we 
should adjust our policies and institutions to tech- 
nology rather than try to prevent it. 

(3) Whatever the net effect of technology, considerable 
displacement is likely. 

(4) It is hard to be optimistic about the long-run outlook for 
unemployment. BLS projections are based on overly 
optimistic economic growth forecasts and tend to 
ignore rising unemployment worldwide. 

(5) Increasingly intensive domestic and international com- 
petition will continue. Therefore, productivity and 
quality output, along vnth flexibility, must be given 
more attention than in the past. 



Implications for Education 



In spite of their diametrically opposed visions of the future 
workforce, these policy analysts agree over the role of education in 
preparing future workers. The key words seem to be flexibility, 
analytical skills, probUm solving, and close education-work inter- 
action^ 

• Levin and Rumberger: 



The uncertainty about *Jie future requirements of work 
also suggests that t^e best preparation should be 
general rather than specific education and training. Jobs 
as we know them today may be radic^^Hy different in the 
future. And workers will probably change jobs with con- 
tinued frequency. The best preparation for a changing 
work world is one that stresses flexibility and adu^'cabih 
ity. Students will need to learn new, specific job skills 
throughout their working lives. This learning will take 
place at work, at home or in schools, and will require 




communication, comprehension and analytic skills. 
These skills will enable today's students to learn new 
specific job skills and more importantly, to shape as well 
as adapt to a changing work environment.^^ 

• Tucker. 

The rising concern o^'er our education system is 
prompted— and justified— not by a decline in perfor- 
mance, but by education's failure to support the transi- 
tion [to a leading edge economy].^^ 

What is needed? Legions of very good problem solvers: people 
who, according to Tucker, can figure out what they need to know, 
where to find it, and what to do with it when they get it."^^ 

• Marshall: 

People become flexible and productive through educa- 
tion and training. . . . Human resource planning must be 
as systematic as other business planning. Indeed, educa- 
tion and training should be an integral component of 
business planning. Moreover, public-private training, 
education, and retraining must be better coordinated.^^ 

Employers echo these sentiments. During 1983 and 1984, the 
Committee for Economic Development (CED) conducted an in- 
depth assessment of the employment needs of 438 large companies, 
including a random sample of Fortune 500 firms and 6,000 small 
companies. Manufacturing, retailing, banking, and services sectors 
were all represented. The questionnaire was designed to gauge 
employer expectations for four major categories of employees: of- 
fice and clerical workers, sales and service workers, technicians, 
and semiskilled workers. 

The results of the CED survey confirmed the following: 
"Specific occupational skills are less crucial for entry-level employ- 
ment than a generally high level of literacy, responsible attitudes 
toward work, the ability to communicate well, and the ability to 
continue to learn."'^ Learning how to learn was ranked by small 
and large companies alike as the single most important attribute 
for advancement on the job. 

Clearly, employers are placing a premium on the educational 
preparation of their prospective employees. And their prospective 
employees agree. When a national sample of fourth, fifth, and sixth 
graders was asked to respond to 10 possible goals of education, 
here is what they said: Eighty-seven percent believed that it is very 
important to "learn to think,** the most frequent answer. When 




asked to pick which specific educational goal is most important to 
them, becoming a person "who continues learning throughout life" 
topped the list.^^ 
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The Role of Education 
in Business Location 
Decisions 

**Logic dictates that business will not locate, be attracted to, or be 
able to remain in an area where there is a poorly skilled labor pool 
and that jobs will be lost or will fail to be created in these areas/' 

Committee for Economic Development, 
Investing in Our Schools 

"The general cost of doing business in a particular area, and the 
regions environmental and cultural amenities, are still important 
factors for companies when choosing a new location, *But . . . the 
quality of the workforce and the caliber of the educational institu- 
tions are what employers look at the closest^ 

Stephen Moss, Arthur D. Little Co., 
as quoted in Ronald Rosenberg's article 
**What Companies Look For,** High 
Technology Magazine, January 1985 
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In 1983, Austin, Texas, became home to MCC (the Micro- 
electronics and Computer Technology Corporation)— America's 
entry in the race with Japan to develop the next generation of com- 
puters. MCC's goal is to accelerate the development and use of 
technology to make U.S. firms more competitive. MCC is this coun- 
try's largest joint research and development venture— represent- 
ing 21 computer firms and costing $50 million a year.* 

In 1985, Spring Hill, Tennessee, became the future home to 
General Motors' new Saturn plant, America's biggest and best 
shot at wresting control of the small car market from the Japanese. 
GM's success or failure also may determine the small-car produc- 
tion fate of the other big American automobile manufacturers. 

Saturn will become the largest investment in U.S. his- 
tory—costing General Motors $5 billion over the next six years, 
only 8600,000 less than the 1985 budget of its new home state of 
Tennessee.^ It also will create 6,000 new automotive jobs and an ex- 
pected 20,000 new spinoff jobs. 

Just what do these business location decisions have to do with 
education? Quite a bit, according to executives from both MCC and 
GM. 



Bringing Computer Technology to Texas 



Asked why MCC chose Austin over 56 other communities and 
Texas over 26 other states, Robert Rutishauser, MCC vice presi- 
dent for finance and administration, responded: **In particular, 
there was evidence of a high degree of cooperation between the 
business community, the state of Texas, and the universities in the 
area." Rutishauser explains further: 

When we started our site selection process, we developed a 
list of seven criteria. Five of these were those that you 
would find on almost any selection list. They included hav- 
ing a high quality of life so that we could attract and retain 
some of the most capable researchers in the country. Since 
about one-half of our technical staff have PhDs, usually in 
computer science or electrical engineering, it is probably 
obvious that high-quality education for their children was 
very important to them and in turn to us. Other criteria in- 
cluded a potential employee base in the community, an in- 
frastructure of subcontractors and vendors, good access 
by air transportation and reasonable over-all cost of opera- 
tion. In addition, we had two more criteria that were a bit 
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unusual ... (1) a supportive climate from state and local 
government, including a climate of cooperation between 
business, academic institutions, and government . . . and 
(2) ready access to educational centers of excellence: being 
clooe to a university which is a leader in basic research in 
computer technology and microelectronics.^ 

As evidence of public-private sector cooperation in Texas, 
Rutishauser points to the existence of a comprehensive state 
economic development plan, and the resources to fund it, as well as 
a commitment to fix weaknesses. On the latter point, he 
underscores the legislature's enactment of a major education 
reform bill in 1984, including a tax hike to pay for it. "From the 
standpoint of high-technology companies," adds Rutishauser, 
*'this action further improves the attractiveness of Texas as a loca- 
tion for our industry." 

To attract MCC within its borders, Texas also made a substan- 
tial commitment to upgrading the computer science and electrical 
engineering departments at the University of Texas, Austin, and 
at Texas A & M, including establishing the most generous program 
in the country for endowed chairs in electrical engineering and com- 
puter science. In turn, the universities granted MCC access to their 
research laboratories to ease the transfer of technology from cam- 
pus to marketplace. 

To other communities interested in participating in a high-tech 
future, Rutishauser advises: "The key is in the excellence of the 
universities in your area.** 
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Bringing Compact Cars to Tennessee 



General Motors will not say officially why Spring Hill, Ten- 
nessee, emerged the winner over 1,000 other local communities in 
37 other states for its new Saturn plant. Yet here again, education 
appears to rank highly among the selection criteria. In a press con- 
ference announcing the decision, Saturn President William 
Hoglund cited repeatedly Tennessee's "long-term commitment to 
education."* In particular, GM was attracted by Tennessee's 1984 
education reforms, built around a career Jadder for teachers and 
school administrators. "The concept of paying for performance is 
one we at GM believe in," stressed Hoglund.*' In addition, seven 
state technical colleges offer courses in robotics and automation, 
which will enable GM's prospective employees to move quickly in- 
to Saturn's high-tech operations.® 

If GM is circumspect about sharing its reasons for choosing 
Tennessee, state officials are not at all shy. Full-page ads in The 
Wall Street Journal and USA Today sang Tennessee's praises 
thusly: 

• Central location (particularly close to consumers GM 
considers most likely to buy Saturns; nearby Nashville 
is within one day's delivery time of 76 percent of the na- 
tion's car buyers); 

• 'Tennesseans still hold to yesterday's values and [peo- 
ple in] too many other places have lost them"; 



♦Interestingly, Americans who invest in America seem to place a greater 
premium on education as an investment incentive than do their foreign 
counterparts. In 1985, Steven Williams and William Drinker, two pro- 
fessors at Tennessee Technological University, surveyed 27 foreign inves- 
tors who had located their operations in Tennessee since 1969. The pro- 
fessors weighed the relative importance of various incentives that 
attracted foreign investment to their state. The presence of nonunion labor 
and favorable management relations were the two most important con- 
siderations, followed by transportation costs. 

To determine the importance of education in attracting foreign invest- 
ment, the survey contained items on the availability of technical training, 
vocational education, and consulting services. According to Williams and 
Drinker, "Few of our sample rated any of these services as extremdy im- 
portant, although Japanese firms uniformly rated Tennessee's educational 

services much higher than non-Japanese firms Most valued of these 

services was technical training." Conclude the professors, "The lowest- 
ranked factors that are influenced by state government policy were the 
presence of an educated and trained labor force. These results may indicate 
either that these factors are unimportant or that Tennessee is not perceived 
as providing a workforce superior to other states."^ 




• Low taxes, no payroll tax, and no unitary' tax; 

• Reduction in state debt by 24 percent in six years; 

• "Only state to pay teachers more for teaching well, 
although 26 other states are following [this] lead''; 

• Invested $45 million in centers and chairs of excellence 
at universities; 

• Right-to-work law.' 



The Rest of the Country 



MCC and Saturn represent the two most celebrated business 
location decisions in recent years. The high stakes of attracting 
these companies prompted intense lobbying campaigns on behalf 
of Txiost states. Twenty-six governors sojourned to Detroit to 
present their case, with a stop for some on The Phil Donahue Show. 
Hundreds of citizens, ranging from noted sports figures to school 
children, bombarded GM with reasons why Saturn should grow to 
maturity in their communities. According to futurist consultants 
the Naisbitt Group, "Offers in the Saturn sweepstakes included 
free land, million dollar tax breaks, and an eager, low-cost work 
force. This billion dollar *Let*s Make a Deal' wasn't about building 
cars, it was about jobs, tax bases and diversification."^ 

Stripping away the hoopla, do the MCC and Saturn business 
location decisions really have much in common with others? Not all 
that much, according to several sources. For example, in 1983, the 
National Governors' Association (NGA) Task Force on Technologi- 
cal Innovation cautioned against getting caught up in the "great 
American high-technology sweepstakes of the 1980's": 

Most states are well aware of the limitations imposed by 
short-term strategies aimed at recruiting technology- 
based industrial firms. Not only are there but a finite 
number of firms to compete for, but also the competition 
itself is severe; no single state can hope to capture a 
significant number of these firms. States recognize, 
therefore, the importance of developing comprehensive 
strategies aimed, not just at near-term targets, but at 
long-term goals as well. In fact, a significant number of 
states are already well-along in their planning, develop- 
ment, and implementation of strategies geared to revital- 
izing existing industries and developing their state man- 
power, research and technological resource potentials over 
the medium and long-term. Thus the "sweepstakes'* 
caricature seriously di^l^orts the reality of current state ini- 
tiatives.^ O 
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The governors' assertions are reinforced by the Congressional 
Office of Technology Assessment (OTA). In a 1984 study on high- 
technology development, OTA advised that **the greatest oppor^ 
tunities for most communities may lie in encouraging business 
development and technological innovation throughout the local 
economy, rather than simply attracting high-technolopy business 
from other regions/* *° 

Massachusetts Institute of Technology Professor David Birch 
also provides evidence that the MCC and Saturn situations are 
atypical. Since 1969, M.I.T. has kept a file of 5.6 million business 
firms, approximately 80 percent of all business establishments in 
the country. After monitoring the location, sales, and employment 
levels of each firm every two years. Birch concludes:" 

(1) Virtually no businesses move their operations long 
distances. There are many short moves but few moves 
from city to city. Birch was surprised at this finding, 
given the notoriety attached to those businesses aban- 
doning the Frostbelt for the Sunbelt. M.I.T. discovered 
that, while firms may move capital (by investing dif- 
ferently in one location than in another), their move- 
ment of operations is insignificant. 

(2) The economy is in a constant state of flux. What ap- 
pears to be relatively slow change among all companies 
is, in fact, high turnover. Most U.S. communities lose 
about 8 percent of their jobs each year through 
employee layoffs or companies going out of business. 
Therefore, most communities must replace half of their 
job base every five years simply to break even over 
time. 

(3) The healthier the economy, the greater the turbulence. 
Most communities lose jobs at a uniform rate. While 
the Bostons and Dallases lose proportionately more 
jobs each year than the Charlestons or Buffalos, they 
also replace lost jobs more quickly. 

If most states are tending to encourage homegrown businesses 
and if most businesses are staying home, then how do companies 
decide where to expand and where to find new employees? Several 
sources offer insights about which states have put out the welcome 
mat to businesses, both big and small. 
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Rating the States for Manufacturing 
Companies 



For the last eight years, Grant Thornton (formerly Alexander 
Grant & Co.) has evaluated the 48 contiguous states on their ability 
to provide a productive future environment for manufacturers. The 
Chicago-based accounting and management consultant firm 
defines manufacturing as "the mechanical or chemical transporta- 
tion of materials or substances into new products, the assembly of 
manufactured products, or the blending of materials." 

Grant Thornton uses 21 measurement factors selected by 41 
state manufacturing associations representing 90,000 manufactur- 
ing companies across the country. Taken together, the factors pur- 
portedly indicate why manufacturers choose to locate where they 
do and whether their business will succeed. The factors fall into five 
general categories: (1) state and local government fiscal policies; 
(2) state-regulated employment costs; (3) labor costs; (4) availability 
and productivity of resources; and (5) selected quality-of-life issues, 
such as education, health are, cost of living, and transportation. 

The combined results for 1986 (published in 1987) can be found 
in Figure 2, where Grant Thornton has ranked the states, from one 
to 48. The firm also divides the country into eight regions because 
neighboring states frequently show comparable geographic, 
economic, and working conditions and because only 20 to 30 per- 
cent of all manufacturing relocations occur over great distances." 
According to Grant Thornton, North Dakota and the South- 
western region rank first, with Michigan and the Great Lakes 
region placing last. Grant Thornton's eighth annual report notes 
that manufacturers ranked the Great Lakes region, as well as the 
Mid Eastern and Western regions, at the bottom because of 
"wages, tax effort, energy costs, cost of living, and unionization." 

Several years ago. Grant Thornton advised the study's au- 
dience not to make too much of its state-by-state comparisons: 
''Close results may inadvertently give an impression of greater dif- 
ferences between states than actually exist when ranking states 
from 1 to 48."*' Instead, the surveys are intended as an initial step 
to highlight differences among states for businesses considering 
location, relocation, or expansion decisions. The authors emphasize 
the need for each business to base such decisions on requirements 
that may be unique to it." 

Grant Thornton's rankings tend to favor states with lower 
taxes, state expenditures, cost of living, union activity, salaries, 
and energy costs. For many years, education, as an inducement to 
manufacturers, ranked in the bottom half of the measurement fac- 
tors. The two education factors also were defined narrowly as: 
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Figure 2, 



1986 State Ranking with National Average 
and Scores by Region 
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Colorado 
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Arkansas 


21 


Virginia 


4 


Delaware 16 


Arizona 


7 


Texas 


22 


North Carolina 
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Maryland 20 


Nevada 


10 


Oklahoma 


24 


Mississippi 


12 


New Jersey 29 


New Mexico 


19 


Louisiana 


45 


Florida 


13 


New York 34 


Utah 


33 
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Georgia 


23 
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25 
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26 
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28 






Source: Grant Thornton, The eighth annual study of General Manufac- 
turing Climates of the Forty-eight Contiguous States ofAmericat 
June 1987. 
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(1) the vocational education enrollment as a percentage of the 
workforce, to indicate a state's current and future ability to provide 
skilled workers; and (2) the percentage of lugh school graduates in 
the adult population, to indicate the availability of trainable 
workers in each state. 

In 1987, Grant Thornton replaced these education factors with 
two, more broadly defined measures that now rank in the top one- 
third of all the factors. They are found in the set of variables the 
authors call **availability and productivity of resources" and 
**selected quality of life issues": 

(1) Available u;orA/brce— defined as the ''percentage of 
adults over 25 with 4 years high school education and 
with 4 years college education; the percentage of the 
labor force composed of engineers, scientists and 
workers employed in advanced technology industries; 
and the percentage of the total population that is 
employed." Grant Thornton uses this factor to indicate 
**the availability of a competent workforce which di- 
rectly affects product quality and productivity." It 
ranks third of the 21 factors in importance. 

(2) jBcfucafzon— defined as **averags teachers' salaries; 
student/teacher ratio; high school graduation rate; 
state expenditures for public and higher education; and 
illiteracy rates." Grant Thornton uses this factor to in- 
dicate the ** availability and quality of educational re- 
sources within a state." It ranks sixth of the 21 factors 
in importance. (As a point of reference, wages rank 
first, unionization second, change in wages fifth, 
change in taxes 15th, and debt growth versus personal 
income growth 21st.) 

Table 6. 

Grant Thornton Index of 
Available Workforce 



Top 5 States 


Overall 
Rank 


Bottom 5 States 


Overall 
Rank 


1. Massachusetts 


11 


44. South Carolina 


26 


2. Connecticut 


35 


45. Mississippi 


12 


3. Vermont 


14 


46. Kentucky 


25 


4. Delaware 


15 


47. Arkansas 


21 


5 Washington 


40 


48. West Virginia 


43 



Source: Grant Thcmton, The eighth annual study of General Manufao 
turing Climates of the Forty-eight Contiguous States of America, 
June 1987. 




Table 6 lists the top five states and the bottom five states for 
1986, in Grant Thornton's ranking of the category ''available 
workforce/' Table 7 does the same for the ''education" category. 
Each states' overall ranking appears in the right column. Inter- 
estingly, with the exception of Delaware, there appears to be an in- 
verse relationship between a state's overall ranking and its ranking 
on "education."* 



Table 7. 

Grant Thornton Index of 

Educational Resources 

Overall Overall 

Top 5 States Rank Bottom 5 States Rank 

1. Wyoming 44 44. Mississippi 12 

2. Oregon 39 45. Nevada 10 

3. Montana 46 46. Georgia 23 

4. Delaware 15 47. Florida 13 

5. Washington 40 48. Tennessee 18 



Source: Grant Thornton, The eighth annual study of General Manufac- 
luring Climates of the Fortyeight Contiguous States of America, 
June 1987. 



♦By comparison, since 1976, Business Week periodically has surveyed 
1.000 of its subscribers, top executives from manufacturing industries ran- 
domly selected to represent aU areas of the country. Th? nurpose of the 
survey is to identify those factors compasiies consider most important in 
selecting a new plant site. In 1984, of 55 possible responses, the top priority 
among manufacturers was "reasonable cost of property" (84 percent), 
followed by "trucking" (75 percent). Two education-related factors were in 
the middle of the list: * avaUability of labor with necessary skills" tiod for 
11th place with "access to utilities" (61 percent); and "adequate educa- 
tional facilities in the area" came m 17th with 54 percent of the sample 
ranking it as important. Both factors had increased in importance since 
1976.»* 
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Rating the States for Small Businesses* 



From October 1982 through October 1984, employment in in- 
dustries dominated by small business grew by 11.4 percent, in con- 
trast to the 5.3 percent growth experienced by large companies.^* 
Reflective of ivS own interests, small business has come up with a 
way to gauge the variations in state friendliness, courtesy of /nc. 
magazine, which has provided its readers with an aimual report 
card on the states since 1981. Like Grant Thornton, /nc. asserts 
that its purpose is less to rank the states than '*to aid business- 
people and policymakers in their ongoing efforts to improve the 
climate for small businesses."" Also like Grant Thornton, Inc. 
stresses the improvements being made across states. Unlike the 
manufacturers* survey, Inc contains information on all 50 states. 

The top ranked states are located in different regions of the 
country than in the manufacturing survey. Grant Thornton's top 
10 states in its latest report are found primarily in the North Cen- 
tral, the Southeast, and the Southwest. In contrast, eight of Inc. 's 
top 10 states in 1987 were on one of the two coasts. According to 
Inc. the coastal states ''are not simply rising on the tide. Their 
economic grov/th has strong underpinnings: a decades-long transi- 
tion from heavy industry to service businesses, and a reliance on 
the commercialization of technology developed at top research 
universities."" 

Until 1986, Inc. used one education-related factor among its 15 
measurements, the percentage of workers older than 25 with a high 
school diploma. However, in 1986, Inc. totally revamped its rank- 
ing system to focus on outputs rather than on inputs. The latest 
survey, according to Inc., measures each state's relative economic 
success over a four-year period in three areas: job generation, new- 
business creation, and young-company growth. Table 8 lists the 
results of the 1987 survey, which gives Arizona top honors and 
places Wyoming in the cellar. 



*/nc releases its data during the year in which it is collected. Grant Thorn- 
ton, however, has a one-year delay. For purposes of comparison, this 
chapter contains the latest available data from each survey, the 1987 Inc. 
survey ;-*eleased in October 1987) and the 1986 Grant Thornton survey 
(released in June 1987). 
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Table 8. 



State Rankings 1987: New Jobs, New Companies, 
and the Climate for Growth 



1. Arizona 


26. Maine 


2. New HamnshirG 


27. Rhode Island 


3. Marvland 


28 New York 


4. Georcria 


29 Minnesota 


5. Virginia 


30. New Mexico 


6. Florida 


31 Missouri 


7. Delaware 


32 Pennsylvania 
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8 California 


33 Oreeron 


9. Massachusetts 


34. Kentucky 


10 NpvnHn 


3S Vi^i^mn<?in 




36 Illinois 


12 Texas 


37 Arkfln<?n<? 


13 North Carolinn 


38 Kansas 


14. South Carolina 


39. Alaska 


15. Utah 


40. Mississippi 


16. Connecticut 


41. West Virginia 


17. New Jersey 


42. Idaho 


18. Vermont 


43. Nebraska 


19. Michigan 


44. Louisiana 


20. Hawaii 


45. South Dakota 


21. Alabama 


46. Iowa 


22» Colorado 


47. Oklahoma 


23. Ohio 


48. Montana 


24. Washington 


49. North Dakota 


25. Indiana 


50. Wyoming 



Source: Joshua Hyatt, "Coast to Coast,'* Jnc. magazine, October 1987. 



Debating the Ratings 



Both Grant Thornton and Inc, offer disclaimers on using their 
surveys as state-by-state report cards. Nevertheless, aligning the 
states on a scale of 1 to 50 (or 48) prompts such comparisons. The 
results are predictable. According to Inc, editor George Gendron: 
"States that do well in our tables tend to trumpet the news .... 
Others drop the magazine in disgust and look to blame the 
messenger, not heed the message. ''^^ 

Fair enough, but some analysts are beginning to challenge the 
ratings themselves. As the NationalJoumal observes, "The media 
love them . . . but increasingly, the rankings are generating 
criticism that they are a simplistic, inaccurate and sometimes 
misleading way to display differences among the states. 
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According to W. John Moore, writing in the NationalJoumal, 
critics of the Grant Thornton study quarrel with its implicit policy 
recommendations—slash taxes, cut public spending, reduce wages, 
and shun unions. Others argue with the analysis behind the study. 
For example, the Corporation for Enterprise Development (CfED) 
faults the rankings for minimizing the real economic development 
occurring in states such as Massachusetts, Maryland, and Rhode 
Island, or in last-ranked Michigan, which has more manufacturing 
jobs than the top six states in the survey. South Dakota, ranked 
number one in 1985, actually lost jobs in that year, according to 
CfED. Other critics lambast the Grant Thornton rankings for 
slighting high-tech firms, which have provided half of the new jobs 
during the last 15 years and which value quality-of-life factors, 
such as good schools and universities.^^ In what may be the 
sharpest criticism of all, CfED began publishing its own state 
economic development report card in 1987, entitled Making the 
Grade}^ 

While critics take most of their shots at the Grant Thornton 
report, the Inc. survey does not escape unscathed. For example, in 
1985, State Policy Reports criticized the Inc. survey for failing to 
measure realistically the degree of ease or difficulty encountered by 
small business in securing commercial loans. Inc. used the location 
of the lender only and not the borrower. As a result, in 1985, New 
Hampshire ranked well below the national average in providing 
small business loans, when capital was probably readily attainable 
from banks in nearby Boston. The same phenomenon applied for 
low-ranked Mississippi, when investors could secure loans from 
Mobile, Memphis, or New Orleans. Predicts State Policy Reports, 
"Many problems with rankings will disappear when companies 
begin ranking the economic development potential of states by the 
ability of their economic development personnel to pick reasonably 
accurate statistics."" Not so much kill the messenger, as clean up 
the message. 

Wherj these surveys can be instructive, however, is in revealing 
to policymakers the factors that help different types of businesses 
decide where to locate and whether to expand. If business owners 
perceive that certain factors are critical to their future success, 
they are likely to act on their pe- ceptions, regardless of the validity 
of the mee3urements. 

The surveys also can help policymakers gauge their state's 
progress over time. For example, Inc. credits South Carolina with 
climbing a record-breaking 31 notches up its state-by-state rank- 
ings in 1984 and another five notches in 1985. The magazine ap- 
plauds the efforts of every state in embracing at least one of the 
small business support and capital availability programs surveyed 
by Inc. And it praises states at both the high end and the low end of 
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the rankings. California, ranked number one in 1985, receives 
bidos for adopting "creative and iimovative small business sup- 
poit systems of every kind/' But West Virginia, ranked 50th the 
same year, also receives a good word for allocating part of its 
relatively scant resources to a new small business loan guarantee 
program. 



Implications for Education 



How important, then, is education in business location or ex- 
pansion decisions? Information from the Grant Thornton and Inc. 
surveys leads to several observations: 

(1) Education, which appears to be relatively unimportant 
in past business location decisions, may be becoming 
more important. 

After eight years, Grant Thornton expanded its definition of 
education in 1987 beyond vocational education and high school 
graduation rates. The 1987 Inc. survey also acknowledges the im- 
portance of top research universities, in states such as 
Massachusetts and neighboring New Hampshire, California, and 
Georgia, in stimulating technological advancements. 

The tendency to credit education with enhancing the business 
climate is also apparent in the descriptions accompanying the 
Grant Thornton and Inc. surveys. Here is a sampling from the 
eighth annual Grant Thornton report: 

In many ways, the South Eastern region is two different 
regions. Urban centers— new magnets for highly skilled, 
professional workers— are booming; rural areas remain 
depressed. The region's new mandate: revamp the educa- 
tion system. 

The Mid Eastern region's smokestack graveyards are 
slowly disappearing. Business/university partnerships 
continue to spawn progress in new technologies. So-called 
knowledge- based industries are driving this region's pros- 
perity. As business expansion spreads to suburban cor- 
ridors, concerns about quality of life— crowded highways 
and schools as well as soaring housing prices in sprawling 
high-tech areas— come to the forefront. 
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The Great Lakes region is an example of how modern 
technology can revive— not replace— fading industries. 
While manufacturing unemployment remains high in 
some areas and the region's manufacturing climate has a 
long way to go, research programs between universities 
and manufacturers are helping to revitalize older indus- 
tries. 

Education reform has taken on added urgency. Louisiana 
voters overwhelmingly approved a referendum to estab- 
lish a S54C-milIion trust fund for education. Such initia- 
tives point to a shift in political winds, favoring education 
as the way out of economic distress. 

Booming high-technology industries and military con- 
tracts have created a need for skilled professionals [in New 
England], But an employment problem remains— the 
region continues to feel the effects of a job market im- 
balance. If you're a low-skilled worker, it's becoming more 
and more difficult to make a living. Jobs are plentiful, 
however, in the service and professional sectors. For this 
reason, states are placing added emphasis on job training 
programs. 

In 1987, Inc. also acknowledged the importance of education as 
follov/s: 

A quarter-century ago, companies looked for cheap labor, 
cheap power, and good transportation. Physical in- 
frastructure was the key. Today, companies look for 
educated workers, excellent universities, entrepreneurial 
climates, and an attractive quality of life. Good roads and 
airports are still important, but intellectual inSrastmctwe 
is the key." 

Thus, education has begun to figure more prominently in state- 
by-state comparisons. In view of the differences between the 
surveys and the criticism surrounding them, however, legislators 
and other policymakers are best advised to acknowledge their 
limitations when evaluating the strengths and weaknesses of each 
state. 

(2) The impact of education on a state's economy is not 
easily quantifiable. Therefore, education's real impor- 
tance to business location or expansion decisions may 
not be reflected adequately in these types of com- 
parisons. 
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For example, only the Grant Thornton ranking attempts to 
evaluate selected quality-of-life factors—such as education, health 
care, cost of living, and transportation. Inc. took a stab at including 
quality-of-life factors in its original 1981 survey. (North Dakota, by 
the way, came in first.) The magazine's staff quickly abandoned the 
idea, however, after admitting that it was on relatively shaky 
ground. "Unlike the other rankings, for which it was possible to 
create fairly accurate models that evaluated various factors on the 
basis of their importance to small business . . . quality of life is 
something that is totally subjective."" 

While Inc. no longer uses specific education factors (such as the 
proportion of the workforce with a high school diploma) to rank the 
states, the new system may prove even more beneficial to state 
policymakers. Basing a state's ranking on economic performance 
(job creation and business expansion) should give policymakers a 
way to measure directly the impact of their efforts in targeting 
their educational resources to economic growth. 



A State-by-State Stress Test 



While policymakers await the development of the definitive 
state ranking that links education and economic growth, they can 
turn to what is certainly a novel approach to comparing states. A 
team of sociologists at the University of New Hampshire has de- 
vised conceivably the ultimate state report card, a state stress in- 
dex.^ The professors ranked all 50 states based on 15 economic and 
domestic stress factors. They included business-related variables, 
such as the number of unemployment compensation claims and 
business failures. They also included macro-stresses (natural 
disasters, population changes) and micro-stresses (divorces, il- 
legitimate births, abortions, school dropouts, and welfare recip- 
ients.) When the data were compiled, Nevada ranked as the most 
stressful state and South Dakota the least. 

It is arguable whether the stress test actually captures each 
state's collective neurosis. But if it does, then MCC probably is ex- 
periencing mid-level stress in Texas, which ranked 19 th. And 
Saturn can expect to find things less than totally copesetic in 7th 
ranked Tennessee. 

These developments pushed the blood pressure of both states' 
policymakers even higher. In Texas, where MCC is counting on 
university brainpower, a state appropriation increase of 26.9 per- 
cent was allocated by the 1987 legislature. Before that action, there 
was significant reason for concern. A survey by the Council of 
Public University Presidents and Chancellors in Texas revealed 
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that at least 388 faculty meirbers had resigned from public colleges 
and universities over an 18-month period. And at least 315 prospec- 
tive faculty members declined university posts in Tei^as, including 
several endowed chairs. The state's money woes and the genera) 
fear that Texas no longer could support higher education were the 
reasons. *'The word has gone out," grieved Lieutenant Governor 
William P. Hobby, Jr., "that Texas has tiimed its back on the 
future, and is marching toward oblivion."" Hobby and a coalition 
of business leaders became instrumental in turning Texas around 
through the increase passed in 1987. 

Insuring that local residents will benefit from all the anticipated 
jobs is the most vexing issue surrounding Saturn these days, ac- 
cording to The Wall Street JoumaL Under a management-labor 
contract, initial job offers must go to GM workers, who are located 
primarily outside Tennessee, a right-to-work state.^® 

Commenting one year later on the celebrated GM selection of 
Tennessee, Inc. notes: 

[Satumj was the luxury liner everybody wanted, one of the 
flagships of America's new industrial fleet For even- 
tual winner Tennessee, the loot is yet to be counted; like 
the Titanic, however, the great Saturn treasure hunt was 
really a relic of a bygone era. As much as states still covet 
grand vessels like Saturn, they have also learned that 
larger fleets and better shipyards add up to sounder in- 
surance policies against stormy economic weather. 

The message is clear. Not all states will become home to an 
MCC or a Saturn. Nor should they even aspire to such goals. Yet 
every state can enhance its economic edge— by diversifying its 
economic base, by nurturing homegrov/n industries, and by 
targeting its unique resources, including education— toward 
building a comprehensive economic development strategy. Con- 
cludes Inc., "What used to be thought of as social policies— educa- 
tion, welfare programs and the like— are being combined with pure- 
ly economic policies, and the whole is greater than the parts. 
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Look Who's Coming 
to School 



*TAe nation*s schools face the prospect of working with an increas- 
ing number of students from groups with whom they have been less 
successful " 

National Governors' Association, 
Time for Results 

**By knowing who is entering the system^ and how well they are 
progressing, everyone at all levels will have time to develop effec- 
tive programs for the maximum education gains of all student r.'' 

Harold L. Hodgkinson, Institute for 
Educational Leadership, 

All One System 



li-Ajiy business owner worth his or her profit margin, can 
iil afford to ignore changes in the product-buying public. Before in- 
vesting millions of dollars in developing a new automobile or 
breakfast food, for example. General Motors and General Mills 
each scrutinizes the demographic characteristics of its target con- 
sumer group. 

No less compelling an argument can be made for education 
policymakers to study the demographic characteristics of their 
target consumer grqup, the s^^nt. Responsible for investing 

Er|c 39 



millions of dollars in education, policymakers must know the size, 
nature, and needs of the student population. They need to know 
who is most likely to appear at the schoolhouse door and, just as 
critically, who is least likely to appear. 

This chapter highlights changes in the growth and makeup of 
the future employment pool, the students. It raises several issues 
that state policymakers should expect to consider in designing 
education policies to meet the needs of this changing student 
population. 



Student Population Trends 



Most states are experiencing an increase in overall population, 
due in part to the so-called baby boom echo. Yet, as Figure 3 illus- 
trates, the members of the baby boomlet are not distributed evenly 
across the country. All 13 states with increasing public school 



Figure 3. 

Change in Public School Enrollments 



Between 1980 and 1984 




Increase less than 3 
^ percent 



Increase greater than 3 
percent 



Source: Center for Education Statistics, The Condition of Education, 
1986 (unpublished tabulations), p. 143. 
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enrollments, except for Florida, are located west of the Mississippi. 
On the other hand, the Northeast, the North Central states, and 
most of the Southeast face declining enroUmer ts. 

The recent population growth reverses the pattern of the 1970s 
when public school enrollments declined in 41 states and the 
District of Columbia.^ In the last decade, most of the enrollment 
decline occurred in the primary grades. Only seven states displayed 
any growth in the elementary schools, while 28 states experienced 
gains in their secondary school enrollments. 

Projected School Enrollments 

Most of the country is likely to experience an increase in school- 
age population by the year 2000, with Mississippi and the western 
states setting the pace. The only exceptions, as Figure 4 illustrates, 
are several states in the Northeast and Midwest. 

The overall projected increase in school-age population hides a 
sharp contrast between primary and secondary school enrollment 
trends anticipated over the next decade. In contrast to declining 



Figure 4. 
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Projected Change in School-Age Population 
Between 1985 and 2000 




,! >. .! I Inaease between 

20 percent and 50 perc^m 
Increase greater thar 50 
percent 



Source: Masnick and Pitkin, "Cohort Projections of School- Age Popula- 
tion for States and Regions: 1985 to 2000," Center for Education 
Statistics, The Condition of Education, 1986, p. 145. 
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elementary and secondary school enrollments experienced during 
the 1970s and early 1980s, preprimary enrollments increased 
substantially, by 19 percent between 1970 and 1980 and by another 
20 percent between 1980 and 1985.^ Demographers expect enroll- 
ment in the early grades to climb between 1986 and 1995. They an- 
ticipate secondary school enrollment, however, to continue the 
decline begun in the late 1970s. Between 1980 and 1985, high 
school enrollment dropped an estimated 6 percent and is projected 
to decline an additional 12 percent by 1990 but begin increasing 
again in 1991, as the new cohort of elementary students moves 
through the educational system.^ 

Current High School Graduation Rates 

The percentage of high school graduates has increased 
significantly in all states during the last three decades. Prior to 

Table 9. 

High School Dropout Rates by State, 1982 and 1985 
State 1985 1982 Rank State 1985 1982 Rank 



Alabama 


37.0 


36.6 


44 


Montana 


17.1 


21.3 


8 


Alaska 


32.9 


33.7 


38 


Nebraska 


13.1 


18.1 


2 


Arizona 


35.5 


36.6 


40 


Nevada 


36.1 


35.2 


42 


Arkansas 


24.3 


26.6 


21 


New Hampshire 


24.8 


23.0 


22 


California 


34.2 


39.9 


39 


New Jersey 


22.7 


24.5 


13 


Colorado 


27.8 


29.1 


30 


New Mexico 


28.1 


30.6 


♦31 


Connecticut 


19.6 


29.4 


10 


New York 


37.3 


36.6 


45 


Delaware 


301 


31.8 


35 


North Carolina 


29.7 


32.9 


34 


Washington D.C. 


45.2 


47.2 


50 


North Dakota 


13.9 


16.1 


4 


Florida 


38.8 


39.8 


49 


Ohio 


23.9 


22.5 


♦18 


Goorgia 


37.4 


35.0 


46 


Oklahoma 


28.9 


29.2 


33 


Hawaii 


26.2 


25.1 


26 


Oregon 


27.3 


27.6 


29 


Idaho 


23.3 


26.6 


15 


Pennsylvania 


22.8 


24.0 


14 


Illinois 


26.0 


23.9 


25 


Rhode Island 


32.4 


27.3 


37 


Indiana 


23.6 


28.3 


16 


South Carolina 


37.6 


36.2 


47 


Iowa 


13.5 


15.9 


3 


South Dakota 


14.9 


17.3 


5 


Kansas 


18.6 


19.3 


9 


Tennessee 


35.9 


32.2 


41 


Kentucky 


31.8 


34.1 


36 


Texas 


36.8 


36.4 


43 


Louisiana 


45.3 


38.5 


51 


Utah 


24.1 


25.0 


20 


Maine 


21.4 


29.9 


11 


Vermont 


16.6 


20.4 


7 


Maryland 


22.3 


25.2 


12 


Virginia 


26.3 


26.2 


27 


Massachusetts 


23.7 


23.6 


17 


Washington 


25.1 


23.9 


23 


Michigan 


28.1 


28.4 *31 


West Virginia 


27.2 


33.7 


28 


Minnesota 


9.4 


11.8 


1 


Wisconsin 


16.0 


16.9 


6 


Mississippi 


38.2 


38.7 


48 


Wyoming 


25.7 


27.6 


24 


Missouri 


23.9 


25.8 


♦18 


U.S. 


29.4 


30.3 





Indicates a tie 



Source: U.S. Department of Education, as reported in USA Today, February 
11, 1987. 
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World War II, only 38 percent of all young adults, aged 25 to 29, 
had earned a high school diploma. In 1940, the majority of young 
adults either were high school dropouts or had never gone beyond 
the elementary grades/ 

This is no longer the case in the 1980s. According to the U.S. 
Department of Education, 29.4 percent of the students who 
entered high school four years earlier failed to graduate in 1985. 
The dropout rate reversed a three-year trend and climbed slightly 
in 1985. Seven thousand more students dropped out in 1985 than in 
1984, still below the 30.3 percent rate recorded in 1982. Table 9 
compares the dropout rate for each state in 1982 and 1985. Minne- 
sota leads the nation in the percentage of high school students who 
graduate, and Louisiana has the highest dropout rate. Connecticut 
showed the biggest improvement over the three-year period. 

Projected High School Gradiuition Rates 

Based on demographic projections of birth rates and interstate 
migration, policymakers can expect to confront a roller coaster pat- 
tern m graduation rates for the rest of this century, as Figure 5 
indicates. 

Within this national pattern of high school graduation rates, 
there likely will be important variations across and within regions, 
as indicated in Figure 6. In 1984, McConnell and Kaufman outlined 
these trends as follows:** 

• Decline from 1981 to a low point in 1984-1987. Most of 
the decreases are in the 10-20 percent range, but nearly 
one-fifth of the states are projected to experience 
declines greater than 20 percent. Several Western and 
Southern states are likely to see declines of less than 10 
percent. 

• A brief rebound in 1988-1989. The increase is projected 
to be strongest in the West and South, less ro in the 
Northeast and North Central regions. There are also 
noticeable differences among states, ranging from 3 per- 
cent below the 1981 graduation rate in Vermont to 42 
percent in the Distiict of Columbia. 

• Bottoming out in 1990-1994. Nationally, the decline in 
high school graduation rates is projected to be 22 per- 
cent below the 1981 level. Especially hard hit will be 
states in the Northeast and North Central regions, with 
Michigan projected to suffer the severest state decline, 
with a graduation rate 37 percent below 1981 and the 
overall severest decline, the District of Columbia at 49 
percent. 
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Figure 5. 



United States Projections 
Total High School Graduates 1983-1999 
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Source: William R. McConnell and Norman Kaufman, High School 
Graduates: Projections for the Fifty States (1982-2000), Western 
Interstate Commission for Higher Education. January 1984. p. 6. 



• Increases to the end of the century. All four regions are 
projected to recover from the 1991-1994 low points, but 
at differing rates. The northern states are projected to 
experience only a slight recovery by 1999-2000, still well 
below their graduation rates in 1981. In contrast, the 
southern and western states are expected to be above 
their 1981 rates by the turn of the century. The West 
will likely witness the sharpest upturn in its graduation 
rates, particularly in Alaska, Arizona, Colorado, Idaho, 
Nevada, Utah, and Wyoming. Only Hawaii and Mon- 
tana can expect to see the number of high school 
graduates remain below the 1981 levels. 

McConnell and Kaufman advise that: 

these variations [in high school graduation rates] among 
states and regions, as well as within regions, are important 
to educational planning. . . This suggests that the 
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Figure 6. 



Regional Projections 
High School Graduates 1983-1999 

000 -1 
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Key to States Included in Each Region: 

A Northeast Region: Connecticut, Delaware, District of Columbia, 
Maine, Maryland. Massachusetts, New Hampshire, New Jersey. New 
York, Pennsylvania, Rhode Island, Vermont. 

□ North Central Region: Illinois, Indiana, Iowa, Kansas, Michigan, 
Minnesota, Missouri, Nebraska, North Dakota, Ohio, South Dakota, 
Vr'isconsin. 

♦ Southeast-South Central Region: Alabama, Arkansas, Florida, 
Georgia, Kentucky, Louisiana. Mississippi, North Carolina, 
Oklahoma, South Carolina, Tennessee, Texas, Virginia, West 
Virginia, 

+ Western Region: Alaska, Arizona, California, Colorado, Hawaii, 
Idaho, Montana, Nevada, New Mexico, Oregon, Utah, Washington, 
Wyoming. 



Source: William R. McConneli and Norman Kaufman, High School 
Graduates: Projections for the Fifty States (1982-2000), Western 
Interstate Commission for Higher Education, January 1984. p. 6. 
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policies and practices employed by states and by institu- 
tions to deal with the initial 1984-87 downturn should 
vary in type as well as in degree of comprehensiveness.* 



Populations Within the Student Population 



In selecting education policies, state leaders need to know not 
only how many students will appear at the schoolhouse door but 
also what populations within this larger student population will be 
coming to school The real challenge for policymakers then is to 
determine whether specific groups of students will differ in ways 
that affect their educational needs. 

This task will not be easy. Just as enrollment projections vary 
by state and region, so, too, do the socioeconomic and cultural 
characteristics of different student populations. 

Minority School Enrollment 

Since 1970, the proportion of minority students enrolled in 
many of the largest urban school districts has grown considerably. 
As Figure 7 illustrates, the percentage of minority students more 
than doubled from 1970 to 1982. Nationally, minority enrollment 
grew from 21 percent of total student enrollment in 1970 to 27 per- 
cent in 1980 to 28.8 percent in 1984.' 

In all but two of the 25 largest school systems, more than half of 
the students come from minority groups. By 1982, four major 
cities— Atlanta, the District of Columbia, Newark, and San 
Antonio— had minority enrollments of more than 90 percent.^ 
Fifty-three major American cities and California are projected to 
have "majority minority" populations by the turn of the century. 
As a result, members of minority groups nationally will become the 
majority group in urban America.^ 

When the population projections for black and Hispanic young 
adults are viewed separately, a distinctive regional pattern 
emerges. The significant black population growth during most of 
the 1980s is expected to occur east of the Mississippi River (Figure 
8). Nearly all of the significant Hispanic population growth is likely 
to occur west of the Mississippi (Figure 9). Moreover, the birth rate 
of Hispanic young adults far exceeds the birth rate of either blacks 
or whites. 
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Figure 7. 



Minority Enrollment as Percentage of Total Enrollment 
in Selected Large Cities 
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1985. p. 27. 
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Figure 8. 
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State Comparisons of 18-24-Year-Old Projected Black 
Population, 1977-1988 
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Source: Policy Analysis Service, American Council on Education. Based on unpublished data from 
Survey of Incoms and Education, Center for Education Statistics, 1978, as presented in American 
Council on Education et aL, Demographic Imperatives: Implications for Education Policy, 
September 1983, p. 8. 
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Figure 9. 



State Comparisons of 18-24- Year-Old Projected Spanish-Origin 
Population, 1977-1988 




Source: Policy Analysis Service, American Council on Education. Based on unpublished data from 
Survey of Income and Education. Center for Education Statistics. 1978. as presented in American 
Council on Education et aL. Demographic Imperatives: Implications for Education Policy, 
September 1983, p. 9. CT O 



In addition, the United States is becoming increasingly 
multicultural because of in-migration. This country is experiencing 
the second largest immigration wave in U.S. history. Few of the 
new immigrants are from Europe. While large numbers of 
Hispanics continue to enter the country, 44 percent of the new im- 
migrants come from Asian and Pacific Island countries. Of the 3.7 
million Asian- Americans counted in the 1980 census, 60 percent 
were bom in other countries." 



The Educational Consequences 



Students from different racial or cultural backgrounds are often 
exposed to different educational experiences. For example:*'^ 

• Black and Hispanic students are underrepresented in 
academic programs and overrepresented in general or 
vocational educational programs where they receive less 
educational preparation in the basics, EngUsh, math, 
and science. 

• Twenty-six percent of Hispanic high school seniors are 
enrolled in college-preparatory classes, compared with 
32 percent of blacks, 39 percent of whites, and 52 per- 
cent of Asians. 

• Black students are disproportionately more likely to be 
placed in special education classes and less likely to be in 
gifted programs than their white classmates. Hispanic 
children are the least likely group to be in gifted pro- 
grams. 

• Asian-American students are more likely to be placed in 
accelerated math and science programs; yet the growing 
in-migration from Indochina will likely increase the de- 
mand for bilingual education programs.*^ 

The Center for Education Statistics (CES) has compiled a com- 
posite index of educational needs, by state, based on three items: (1) 
the percentage of students in poverty; (2) those served by programs 
for the handicapped; and/or (3) those children with limited-EngUsh 
proficiency. The composite measure of need, accordingly to CES, is 
a key indicator' of special programs and services that the schools 
must provide. Table 10 and Figure 10 show the results, by state 
and region. Based on this composite index, the states whose 
students have the greatest educational needs generally are in the 
South and Southwest. States whose student populations have the 
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lowest educational needs, based on this index, are in the northern 
half of the mainland, in addition to Alaska and Hawaii. 

High School Graduation Rates 

The educational needs of special populations also can be seen in 
the differing school completion rates, by racial and ethnic group- 
ings. A disproportionately high number of lispanic and black 
youth leave school without diplomas, as t.'gure 11 indicates. 
Hispanic youth also drop out of school at earlier ages than do either 
white or bla Ji youth. Moreover, while graduation rates for whites 
and blanks were rising in the early and mid-1980s, they were declin- 
ing for Hispanics. 



Figure 10. 



Index of Requirements for Special Educational Services 
(A measure of relative need for special educational services 
based on demographic characteristics) 
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Source: Center for Education Statistics, Indicators of Education Status 
and Trends, January 1985, p. 41. 
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Table 10. 



Composite Index of Educational Service Requirements 





Percent 












Children 


Percent 


Limited- 


Index of 






5*17 in 


Handicapped 


EngUsh 


Educational 


Classift- 


State and 


Poverty 


Children 


Proficient 


Services 


cation 




1980 


1984 


19S0 


Requirements 


on Index 


United States 


18^ 


100 


96 






New England 












Connecticut 


10.4 


13.7 


3.1 


03 


Low 


Maine 


18.1 


13.9 


3 1 


11.0 




Massachusetts 


123 


13 9 


30 


ILO 


Moderate 


New Hampshire 


89 


9.6 


3.1 


6.0 


Low 


Rhode Island 


12.6 


13.5 


4.3 


11.5 


Moderate 


Vermont 


130 


10.9 


2.2 


10.0 


Moderate 


iVIideavt 












Delaware 


14.6 


16.4 


2.4 


ll.O 


Aioderate 


District of 










Columbia 


36 3 


8.1 


2.3 


12 0 


High 


Maryland 


1L9 


13 3 


2.2 


8.0 


Low 


New Jersey 


13 3 


14.4 


63 


11.5 


Moderate 


New York 


17.9 


10 5 


14.3 


14.0 


High 


Pennsylvania 


13 2 


11.3 


3.1 


100 


Moderate 


Great Lakes 












I Uinois 


14.1 


13.9 


3.9 


11.0 


iviooerPi© 


Indiana 


11.0 


103 


2.2 


7.0 


Low 


Michigan 


12.4 


9.1 


1.4 


90 


Moderate 


Ohio 


12.2 


11.0 


1.9 


100 


Moderate 


Wisconsin 


96 


9.3 


0.9 


60 


Low 


Plains 












Iowa 


10 8 


11.4 


1.9 


80 


Low 


Kansas 


10.7 


10 6 


1.8 


7.0 


Low 


Minnesota 


93 


11.2 


1.2 


7.0 


Low 


Missouri 


14.0 


123 


0.8 


11.0 


Moderate 


Nebraska 


11.6 


11.4 


2.0 


80 




North Dakota 


14 0 


9.9 


1.8 


9 0 


ivioaerate 


South Dakota 


19.4 


96 


1.2 


12 0 




Southeast 












Alabama 


23 1 


1 1.7 




13 0 


High 


Arksnsas 


22.7 


11.3 


• 


120 


Hiffh 


Florida 


17.7 


10 6 


3.9 


13 5 


High 


Georgia 


33 


10.4 


1.0 


120 


High 


Kentucky 


21.2 


11.5 


• 


130 


High 


Louisiana 


23.1 


10.9 


3.0 


13 5 


High 


Mississippi 


304 


11.0 


• 


120 


High 


North Carolina 


17.8 


11.2 


• 


120 


High 


South Carolina 


30.7 


12 0 


• 


130 


High 


Tennessee 


30.2 


12.6 


• 


13 0 


High 


Virginia 


14.4 


10.6 


1.3 


100 


Modera*«; 


West Virginia 


102 


11.3 


• 


13 0 


High 


Southwest 












Arizona 


15.8 


10.3 


13.0 


13 0 


High 


New Mexico 


21.7 


10,1 


23 4 


13 0 


High 


Oklahoma 


15.1 


n.i 


26 


10.0 


Moderate 


Tex9S 


10 4 


99 


10 0 


13 0 


High 


Rocky MouDtains 












Colorado 


108 


8.4 


6.3 


6.5 


Low 


Id9ho 


13.4 


8.7 


2.7 , 


90 


Moderate 


Montana 


13.7 


10.1 


2.0 


9.0 


Moderate 


Uuh 


98 


10.9 


2.2 


7.0 


Low 


Wyoming 


7.3 


11.4 


2.1 


80 


Low 


Far West 












California 


14.2 


8.6 


14.1 


10.0 


Moderate 


Nevada 


9.4 


90 


36 


60 


Low 


Oregon 


10 8 


10.3 


3.1 


7.0 


Low 


Washington 


10.3 


9.1 


3.2 


60 


Low 


Alaska 


11.4 


11.3 


6.7 


7.5 


Low 


Hawaii 


11.7 


7.9 


12.4 


7.0 


Low 



Source: Center for Education Statistics, Indicators of Education Status and Trends, 
January 1985, p. 40. 
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According to several federally sponsored studies of high school 
seniors undertaken between 1972 and 1982," public school dropout 
rates also differ markedly according to region and type of com- 
munity. Overall dropout rates were roughly one-third higher in the 
South and West than in the Northeast or North Central regions. 
For blacks, the rates were highest in the Northeast and North Cen- 
tral regions, while regional differences for Hispanics were small. 
Dropout rates were approximately one-third higher in urban com- 
munities (18 percent) than in either rural communities (14 percent) 
or suburban communities (13 percent). 

For both white and Hispanic students, dropout rates tend to 
decline as socioeconomic status increases. No consistent trend ex- 
ists for black students, however, whose dropout rates were 
significantly lower than those for white students in the poorest 
group. 



Figure 11. 

High School Completion Rates, by Race and Hispanic Origin, 
Persons Aged 18-19 

Percent completed 
80 n 




Hispanic 



Source: Center for Education Statistics, The Condition of Education, 
1987. p. 27. 
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Other significant comparisons provided by the Center for 
Educational Statistics: 



• Students in academic programs dropped out at lower 
rates (5 percent) than students in either general or voca- 
tional programs, 17 percent and 20 percent, respective- 
ly. This was true for male and female students, as well as 
for all racial and ethnic groups. 

• Students with the lowesf. test scores as sophomores 
were six times more likely to diop out of school than 
students with the highest test scores. 

• Dropout rates were approximately triple for students 
whose fathers had not graduated from high school (23 
percent) as for students with parents who were college 
graduates (7 percent). 

• Overall dropout rates for students with fathers in low- 
level occupations were two times greater than for 
students with fathers in high-level occupations. 

• About 10 percent of the sophomores who had dropped 
out of school between 1980 and 1982 returned to school 
by the fall of 1982. Reentry rates were at least one-third 
higher in suburban and rural communities than in urban 
communities. 



Figures 12 and 13 depict some of these comparisons. 



After High School 



The educational system also offers different experiences for 
students from different racial and cultural backgrounds once they 
have earned their high school diplomas. To illustrate:" 
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While high school graduation rates for blacks and His- 
panics have improved drariiatically over the last 20 
years, college attendance and completion rates have 
declined for both groups since 1975. 
Sixty-one percent of white youth entering college even- 
tually earn a degree, compared with 32 percent of Mex- 
ican Americans and 28 percent of Puerto Ricans. Blacks, 
with a 24 percent completion rate, are even less likely to 
earn a college diploma. 

The majority of Hispanic students (54 percent) is likely 
to attend two-year colleges, compared with 43 percent of 
black students and 36 percent of whites. Retention rates 
for two-year college students are significantly lower 
than for students at four-year institutions. 
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Figure 12. 

Dropout Rates of 1980 Public and Private 
High School Sophomores 



Total 



Ail Schools 
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Public Schools 
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10 
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20 



Source: Center for Education Statistics, The Condition of Education, 
1985, p. 209. 
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Figure 13. 

Dropout Rates of 1980 Public High School Sophomores 



Total 



Sox; 
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Source: Center for Education Statistics, The Condition of Education, 
1985. p. 211. 
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• Black students are underrepresented in graduate and 
professional schools, and black participation in post- 
graduate education has declined since the early 1970s. 

• Black coUege students are nearly twice as likely to re- 
main in four-year institutions if they receive financial 
assistance. In 1987, 48 percent of black college-bound 
s^^niors came from families with annual incomes under 
$12,000, compared with 10 percent of their white class- 
mates. Since 1978, student financial aid has declined by 
15.5 percent, increasing the costs to students and their 
parents. Between 1978 and 1983, the actual cost for 
Hispanic families rose by 22 percent, compared with in- 
creases of 12 percent for white families and 1 percent for 
black families. 

• A high percentage of Asian-American youth graduate 
from high school and attend college. Because of their 
competence in math and the physical sciences, they 
represent a disproportionate share of all minority stu- 
dents at many of the flagship higher educational institu- 
tions.** 

Figure 14 indicates the cumulative impact of participating in 
successive years of postsecondary education. According to a 1985 
study sponsored by The College Board, "Minorities lose ground in 
comparison with their white counterparts at each successive stage 
of educational attainment— high school graduation, college en- 
trance, college graduation, entrance into graduate school, and com- 
pletion of graduate school."*^ 

Other Trends in Higher Education 

The coUege population also is beginning to change in other im- 
portant respects— by size and age. 

In 1983, postsecondary enroUment reached an all-time high of 
nearly 12.5 million. By 1993, however, the number of 18- to 24-year- 
olds is projected to drop by 18 percent. This decrease in the tradi- 
tional coUege-age population (61 percent of all coUege students and 
80 percent of all undergraduates in 1983) is projected to ''have a 
profound effect"*^ on enrollment hvels in higher education. As ii 
lustrated in Figure 15, student enrollment in four-year institutions 
is expected to decline significantly during the 1980s and into the 
1990s, while attendance at two-year institutions is projected to 
decline slightly during the early 1990s. Moderate increases of older 
coUege students, over the age of 25, and part-time students are ex- 
pected to cushion some of the loss of the traditional coUege-age 
students.*^ 
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Implications for Education 



Based on these emerging demographic patterns, state policy- 
makers can expect to encounter four givens that will define and 
affect the educational needs of their target consumer group, the 
student. 

(1) The roller conster pattern of school enrollments defy 
simple and uniform solutions. 

Based on projections of student enrollment patterns for the im- 
mediate future, most policymakers will confront a greater demand 
for education in the early grades. High-growth states, such as Utah 
and California, are considering policies to reduce class size and 
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Figure 14. 

The Educational Pipeline in the United States 
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Source: Alexender Astin, Minorities in American Higher Education (San 
Francisco: Jossey-Bass, 1982) as quoted in Linda DarUng- 
Hammond, Equality and Excellence, The College Board, 1985, p. 13. 
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Figure 15. 
Projected Student Exurollment 



Enrollment, by Type of Institution 
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overcrowding of school buildings. The Los Angeles school district 
is keeping schools open year-round. Many other states that have 
closed elementary schools during the last decade may have to open 
them to accommodate the baby boomlet. 

At the same time they provide more space for the youngest 
kids, policymakers may have to close underutilized junior and 
senior high schools. State leaders then can expect to reverse these 
policies once the mini-baby boomers reach puberty. Still other 
states must address the differing capital improvement needs 
within the same districts, as local boards of education close schools 
in some parts of the district while building them in other parts, to 
accommodate shifts in population. 

The United States is a mobile society. Approximately half of all 
children between the ages of five a-id 14 changed their residency 
between 1975 and 1980, 10 percent of whom came from a different 
state. The percentage of outof-state students ranged as high as 
30.6 percent, however, in both Nevada and Wyoming." Thus, 
policymakers must not only worry about the education provided to 
citizens in their own states but also be concerned about the job be- 
ing performed by their colleagues across state lines. 

Consequently, education policymakers will have to be nothing if 
not flexible. "An education policy that xocuses on the needs laid 
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bare by demography will have to be more targeted and tailored 
than has been the case up to now/'^* advises a forum of education 
organizations convened by the - imerican Council on Education 
(ACE) to discuss the impact of population shifts on the c^chools. 

(2) Policymakers can expect to address educational needs 
of a more diverse group of students. 

The days of Leave It to Beaver are over except in reruns. In 
1955, 60 percent of the nation^s households conformed to the mold 
of the old television series— breadwinner W' d Cleaver, hivS 
housewife mate, June, and their two school-aged children, Wally 
and Beaver. By 1986, only 4 percent fit that mold." Married 
couples with two or more school-aged children are now the excep- 
tion rather than the rule." 

Today's students also confront a world far different from that 
portrayed in the television series. A study by the Business Ad- 
visory Commission of the Education Commission of the States 
cites some indicators of growing problems among today's youth 
(Figure 16). 



Figiure 16. 
Indicators of Growing Youth Problems 



ERLC 



Children in poverty 



Drug and alcohol abuse 
Teenage pregnancy 

Unmarried mothers 

Female- headed households 
Teenage homicide 

Teenage suicide 
Teenage crime 

Teenage unemployment 



Up from 16% in 1970 to 22% in 1985. 
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Source: Education Commission of the States, Reconnecting Youths 
October 1985, p. 17. 
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Although the numbers of the young adult population are declin- 
ing, the at-risk segment of that population is growing. Cautions the 
Business Advisory Commission, **Assumintf that the nation's 
economy continues to expand at a moderate pace, business will be 
forced to dip increasingly into the at-risk segment of the entry-level 
youth employment pool. " 

The student population is becoming more heterogeneous— 
culturally, racially, and socioeconomically. The diversity defies 
adoption of simplistic education policies. Argues the same ACE- 
sponsored demographic forum, A program that seeks to treat all 
alike will end up continuing to benefit some more than others and 
to leave still others with no benefits at all."" 

Thus, the challenge for policymakers is to design educational 
programs that meet the needs of this complex student population. 
Concludes education policy analyst Harold L. Hodgkinson: 

What is coming toward the educational system is a group 
of children who will be poorer, more ethnically and 
linguistically diverse, and who will have more handicaps 
that will affect their learning. Most important, by around 
the year 2000, America will be a nation in which one of 
every three of us will be nonwhite. And minorities will 
cover a broader socioeconomic range than ever before, 
making simplistic treatment of their needs even less 
useful.^® 

(3) Changing demographic patterns heighten the like- 
lihood of generational conflict over scarce public 
resources. 

State leaders must not only be i^axible in providing education 
programs for their school-age population, but on account of 
demographic variations and finite resources, they must also con- 
sider policies that may pit one generation against another. Already, 
demographers are noting a potential conflict in sochl policy be- 
tween the very old and the very young: 

• In 1970, an elderJy person was more likely to be poor 
than a verj' young person. Today, a child is nearly six 
times as likely to be living in poverty than his or her 
grandparents." 

• In FY 1983, the 11 percent of the population that is 
elderly received 51 percent of all government spend- 
ing—federal, state, and local— on social welfare pro- 
grams. The remainder went to the nonelderly.^^ 
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• Between 1980 and 1984, some states (Alaska, Nevada, 
Utah, and Idaho) experienced increases in both their 
elementary school-age population and the percentage of 
their elderly population over the age of 65.^^ 

• For the first time in history, the post-65 population out- 
numbers the teenage population.^ 

Scarce public resources are not the only bone of contention be- 
tween children and adults their grandparents' age. Competition 
over the privilege of feeding hamburgers to a hungry public also 
may emerge, if recent advertising from McDonald's connotes a 
growing trend to hire senior citizens for minimum-wage jobs. 

The intergenerational conflicts are not limited to the very old 
versus the very young. The baby boomers also could be competing 
for scarce educational resources with their own children. Lewis 
Perelman, for example, makes a strong argument for focusing state 
policies not on the education of children but on the learning of 
adults: 

Because of the aging of the baby-boom generation, over 
three-quarters of the American workforce at the beginning 
of the next century will be comprised of people who are 
already adults today. Demography alone will assure to- 
day's children of an increasingly favorable job maxket, as 
the demand for entry-level workers outstrips the supply. 
The human capital crisis that really is putting our nation 
at risk mainly centers on 50 million baby-boom generation 
adults whose careers are being derailed by the post- 
industrial revolut;on.^^ 

(4) Demographic realities are pushing policymakers to 
adopt new programs and strategies to improve educa- 
tion. 

When faced with a deficient or unpopular product, successful 
entrepreneurs will make changes to improve the product and/or to 
revise the marketing strategy. 

Similarly, wheni4 Nation at Risk and other national and state 
"excellence" reports focused on the public's dissatisfaction with 
education in 1983, ctate policymakers began to make changes. 
State after state enacted reforms designed to improve "the prod- 
uct," education. 

Also at risk were outdated marketing strategies designed to 
build support for education, primarily among parents. To capture a 
larger share of public support, political leaders began to link the 
product— education— to state economic well-being. This strategy 
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was designed to attract the support of all residents, not just 
parents. Consider, for example, this assertion by the Task Force on 
Education for Economic Growth: "Mobilizing the education 
system to teach new skills, so that new generations reach the high 
general level of education on which sustained economic growth 
depends, will require new partnerships among all those who have a 
stake in education and economic growth.''" 

The realities of a changing student population also are pulling 
state policymakers in two directions at once. Public officials must 
look not only inward, to insure that policies are sufficiently flexible 
to meet the educational needs of the student population in their 
own states, but also over their shoulders at the educational efforts 
of colleagues in other states. The well-beiiig of an aging white popu- 
lation—regardless of its home state— ^vill depend on the employ- 
ment skills of a younger generation, one that is increasingly 
diverse, both in its complexion and its expectations. The 
arguments for improving education still can be made convincingly 
on traditional grounds. Yet, despite their best efforts, policy- 
makers may confront a public unaware of or unconcerned about the 
need to educate all students. Therefore, taking their cue from in- 
dustry, policymakers are well advised to tailor their marketing 
strategy to the self-interest of their constituents. "If America 
wants its Social Security checks to keep being paid in coming 
years,'* asserts Queens College Professor Katherine Keough, "it 
had better ensure full opportunity and productivity for all working- 
age citizens, but most particul^jrly minorities aiid women."" 

The retired auto worker in Detroit d )es indeed have a vested 
interest in the high schcoi graduation rates of young Hispanic 
males in Santa Fe and of young black females in Oakland.^ It re- 
mains for s^ate policymakers, however, to articulate the reasons 
why. 
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Do 

Education/ Economic 
Growth Linlcages 
Exist? 

"i4 rose is n. rose is a rose. 
''There's no there there.'' 

Gertrude Stein 

^^^hen Gertrude Stein penned these now-famiUar lines, 
she obviously was not commenting on education or economic 
growth. But she just as easily could have been. Nationwide, 
political leaders have adopted a rose is a rose is a rose strategy, em- 
bracing a multitude of education initiatives, all in the name of mak- 
ing their states more economically competitive and productive. 
Less certain have been their efforts to determine just how improv- 
ing education and, specifically, which education policies will 
upgrade the economy. Unlike the city of Oakland in Stein's second 
quote, we simply do not know yet much about ths "there" that is or 
is not there. 
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Several valid reasons exist for this uncertainty. First, it is sim- 
ply too early to tell what the impact of these programs has been. 
Many of the state education and economic development reforms 
represent long-term investments. They take time not only to imple- 
ment but also to take root and produce results. 

Second, while state policymakers eagerly are making a run for 
the roses by adopting a range of educ- tion reforms, they have 
spent far less time in figuring out just how to measure success or 
failure. Recent state initiatives have had enormous range— from 
funding new opportunities for three- and four-year-olds to 
establishing endowed research chairs at universities; from concen- 
trating on improving basic skills to mastering higher-order skills; 
from rethinking the purpose of vocational education to upgrading 
job training programs; from reducing the numbers of students who 
drop out of the schools to expanding student and parental choices 
within the schools; from upgrading the professional lives of 
teachers and administrators to counseling noneducators to par- 
ticipate in decisions affecting the schools. Figuring out the specific 
impact of each of these programs, no less their cmnulative con- 
tribution to state economic growth, is proving to be a monumental 
task. 

Third, despite the universal rhetoric connecting educational im- 
provements to economic growth, many of the recent initiatives 
often have come from different camps, each with their own set of 
priorities, expectations, terminology, and allies. Three recent 
studies amply illustrate this last point. 



The View from Education 



A survey compiled by the Council of Chief State School Officers 
(CCSSO) points out the difficulties in getting a handle on the key 
issues.^ During 1986, the council contacted state departments of 
education across the country in search of education programs 
enacted in the name of economic development. All 50 states, three 
territories, and the District of Colimibia responded. Here is what 
the council found (the state-by-state comparisons are contained in 
the Appendix): 

• Only nine departments of education have their own 
economic development policies, related primarily to 
vocational and career education. 

• Forty-six states and territories have an economic 
development policy. Education officials are involved to 



varying degrees, if at all, primarily through general 
meetings, written state plans, interagency work groups, 
and/or membership in the governor's cabinet or sub- 
cabinet groups. 

• Most states provide a formal mechanism for education 
policymakers to talk with each other. Forty-five states 
and territories maintain a forum for polity discussions 
within the education community at the state level. 

• Fewer states provide educators with a formal role on 
general money issues. Boards or departments of educa- 
tion in 28 states and territories provide formal input into 
policy decisions on raising state revenues. 

Most of che states and territories have curriculum standards 
that require the offering of courses related to the economy. Far 
fewer states require students to take the courses. These include: 



• Departments of education in 35 states and territories 
maintain statewide job market data, often in coopera- 
tion with other state agencies. 

• Thirty-seven states and territories provide employee 
retraining programs for firms expanding in or relocating 
within their boundaries. Of these, 27 departments of 
education receive funds for retraining. Fewer depart- 
ments (21) provide technical assistance to businesses on 
applying new technology. 

• Nearly every state and territory (53) cooperate to coor- 
dinate programs between secondary, vocational, and 
postsecondary technical education. 

Education polic5anakers and administrators t5^ically feel more 
at home deciding the fate of education issues such as governance 
and reorganization, curriculum, teacher quantity and quality, and 
assessment. Increasingly, these issues are being considered in light 
of demographic changes and economic policies. Educators, 
th«^.efore, need to have greater input into policy decisions involving 



Course 

The economy 

Productivity 

International education 

Work ethic 

Entrepreneurship 

Career exploration 



Number of 
Courses Must 
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States 

Courses Must 
Be Taken 



39 
29 
25 
24 
31 
41 



24 
11 
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8 
8 
15 
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the economy. Yet, asserts the council, ''While state departments of 
education have policies on vocational and career education, they 
are generally not actively involved in state-level policy decisions on 
revenues and other economic issues.''^ 

Based on its survey, the CCSSO concludes that: 

• State departments of education should adopt policies on 
economic development; 

• Education should have input into state-level economic 
policy; 

• States should require students to study areas related to 
economics; 

• States should examine cooperation efforts between 
secondary vocational and postsecondary technical pro- 
grams and interagency collaboration to collect job 
market data 



The View from Economic Development 



The National Governors' Association conducted a year-long 
study of state economic development policies and programs, rely- 
ing on the input of governors' staff or directors of state develop- 
ment agencies in all 50 states. The purpose of the study was **to 
provide an initial overview of otate-administered economic develop- 
ment activity."^ 

Respondents to the NGA survey identified five specific pro- 
gram areas to their state economic development initiatives, often 
organized around the type of businesses being assisted. These in- 
clude; (1) industrial development, both for existing industries and 
to attract new industries; (2) tourism promotion; (3) technology 
development (40 states); (4) small business development (50 states; 
a priority in 19 states); and (5) international trade (45 states), in- 
cluding attracting foreign businesses and providing export 
assistance to local firms.* 

What role has education played in these programs? Despite the 
flurry of state activity to improve education that has swept the 
country since late 1982, only nine respondents to the NGA survey 
identified education as a major economic issue facing their states. 



*The NG \ study concentrated primarily on more recent economic de\ elop- 
ment initiatives. Therefore, it contains information on the iiumber of states 
with technology development, small business development, and^or interna- 
tional trade programs, but not with the older programs for industrial 
development and/or tourism promotion. 
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Twenty respondents indicated that their states were using 
education initiatives to support economic growth, as indicated in 
Table 11. 

Contacts with legislative staff who work on economic develop- 
ment issues turn up a closer linkage between education and 
economic growth policies. Of 46 states responding to an NCSL 
survey, 27 acknowledged using economic development argum'' *.s 
to fuel their education reforms from 1981 through 1986. Eight 
states anticipated joining this debate during 1987.* These states 
are listed in Table 12. 

Of course, states have been in the business of targeting their job 
training efforts to meet the needs of industry for years, spurred on 
by federal programs such as CETA (the Comprehensive Employ- 
ment and Training Act) and now JTPA (the Job Training Partner- 
ship Act). According to an earlier NGA survey, 41 states report 
operating training programs for new and existing industries. What 
distinguishes the latest efforts to connect education and economic 
growth, however, is the involvement of postsecondary educational 
institutions. 



Higher Education and Economic Growth 



Much has been written recently about the efforts of post- 
secondary educational institutions to tailor their programs and ser- 
vices to enhancing economic development, especially in the area of 
emerging teclmology.** When asked in the NCSL economic develop- 
ment survey which agencies and other organizations witliin their 
state government have been active on economic development mat- 
ters, 35 states checked state colleges and universities. 

The postsecondary educational institutions have not shied 
away from accepting this expanded mission. In a 1985 survey con- 
ducted by the American Association of State Colleges and Univer- 
sities (AASCU), 98 percent of public institutions of higher educa- 
tion acknowledged new demands to pursue economic development 
activities. Of these 300 institutions, 97 percent planned to increase 
their efforts. Notes the AASCU study: 

New relationships are being forged with government and 
industry. New degree programs are being instituted to 
meet industry's needs. Centers of excellence are being 
established in areas considered critical to a state's 
economy. Joint research programs are being initiated. 
Schools of engineering and science are expanding. Tech- 
nology transfer programs and small business incubators 
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Table 11. 



Education Policies Proposed as Part of State Economic 



Development Policy 

Number of 
States 

TVpe of Policy or Action Responding* 

Basic Education Reform Packages 
Enacted 5 
Proposed 2 

Additional Funding for Education 
General 2 
Funding for Economic Development-Related Projects 2 

Vocational-Technical Educational 
Reform 4 
Additional Funding 4 

University Support 4 

Funding for Equipment 5 

Assistance to Studencs 1 



♦Includes multiple answers from 20 states. 

Source; Marianne K. Clarke, Revitalizing State Economics, National Gov- 
ernors* i^issociation, 1986, p. 12. 



Table 12. 

States Reporting Using Economic Growth 
to Push for Education Reforms 



Anticipated Action 
1981-86 in 1987 



Alabama 
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Arizona 


Arizona 


New York 


Hawaii 


Arkansas 


North Carolina 


Illinois 
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North Carolina 
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Pennsylvania 


Oklahoma 


Illinois 


Rhode Island 


Texas 


Kentucky 


South Carolina 


Utah 


Louisiana 


South Dakota 


West Virginia 


Maine 


Tennessee 


Massachusetts 


Texas 




Minnesota 


Utah 




Mississippi 


West Virginia 




Missouri 


Wisconsin 




Montana 
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Source: Dan Pilcher, "1986 State Economic Development Survey Resuiis," 
National Conference of State Legislatures, Denver, Colorado, January 2, 
1986, p. 8. (Responses not received from California, Colorado, Michigan, 
and New Hampshire.) _ 



are proliferating. New economic research institutes are 
emerging. And much more is going on, all in the name of 
economic development^ 

Table 13 contains the seven broad categories to describe the 
spectrum of new university roles in economic development, found 
in the AASCU survey. 

A great deal of effort has gone into counting, classifying, and 
charting the types of ongoing education-economic growth policies. 
Much less, however, is known about their success. Not that efforts 
to gauge success are not being made. The AASCU survey, for ex- 
ample, identifies 10 key factors that wHl affect the success of a 
higher educational institution's role in economic development:' 

(1) Entrepreneurial leadership, particularly the role of 
the university president in developing relations 
within the community and with local industry. 

(2) A clear institutional mission that supports or com- 
plements involvement in economic development. 

(3) Well-defined and understood community and indus- 
try needs. 

(4) The ability to match institutional university capacity 
to the needs of the service area, ranging from conduct- 
ing research on advanced technology to providing 
techniccl assistance to small business. 

(5) A strategic location, proximity to industry and to 
other universities. 

(6) Strong working relationships with the public and 
private sectors. 

(7) The availability of special resources, such as federal 
research dollars and programs and state-sponsored 
centers of excellenca 

(8) An institutional culture that recognizes the impor- 
tance of economic development 

(9) A policy climate that supports involvement, in- 
cluding incentives for faculty and staff. 

(10) Special organizational arrangements to facilitate 
communications between universities and industry, 
promote interdisciplinary cooperation on campus, 
and free the institution from state bureaucratic con- 
straints. 

Identifying characteristics of successful ventures is only the 
first step ir. assessing their impact on the economy. Notes the Na- 
tional Governors* Association study of state economic programs: 
"The [state] responses are indicative of the problems encountered 
in trying to evaluate the success of development programs. The 
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first difficulty js in trying to find a causal relationship between 
economic development programs and changes in the economy."* 
The study concedes, ''Hard data documenting job generation 
results is scant. Evaluation tools are sparsely used and the result is 
that currently it is difficult to assess what works best."^ 

The NCSL economic development siu^vey confirms this finding. 
Only 12 -^tates reported that a ]^*erformance audit or program 
evaluation had been conducted of any of the state economic 
development initiatives, including those involving education. 
Notes Dan Pilcher, the author of the survey: 

Most innovative state economic development initiatives 
have come within the last four to five years, although 
some states, such as Massachusetts and Connecticut. 



Table 13. 

The Spectrum of College and University Roles in Economic Development 
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launched their efforts in the mic .970s. Despite this flurry 
of state activity, evaluation of these programs appears to 
have lagged. Reasons for this may include lack of rigorous 
evaluation provisions being included in the enabling legis- 
lation; a too-ready acceptance by state policymakers of the 
need for economic development initiatives because of state 
economic distress and, consequently, a less pressing need 
for inunediate evaluation; the fact that many programs 
have only been operational for a few years; and factors 
related to methodology. *° 

Thus, the greatest problem for state policymakers will be deter- 
mining the impact of their efforts to link education and economic 
growth. In describing the enormity of the task, a study of state 
higher education/economic development policies concludes: 

If one wants to find out about the health of a publicly 
traded company, a wide array of financial reports are 
available from reliable, independent investment services 
such as Standard and Poor s, Moody's and Value Line. To 
find out how a favorite major league baseball team is do- 
ing, simply open up the sports page to reams of statistics 
about the performance of the team, each one of its players, 
and its opponents as well. Why is it then so exasperatingly 
difficult to get timely, relevant dp.ca comparable over time 
indicating the yield of public funds invested in higher 
education?" 

The problem is not limited to higher education. It applies to the 
lower grades as well. A review of the **educational excellence'* 
reports lead several economists to conclude: 

Most of these studies open with either an implicit or ex- 
plicit allusion to the critical nexus between education and 
economic growth. This association is a safe, causal one to 
draw. Nevertheless, despite a large literature on the sub- 
ject, economists know too little about the precise linkages 
between education and growth even to pretend to engineer 
educational policies aimec* specifically at growth." 
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ProiJiising State 
Initiatives 



"Too much of a good thing can be wonderful " 

Mae West 

Elxamining state education policies designed to advance 
economic growth is a lot like jumping into a vat of jello. There is no 
distinct beginning or end. The activity is less than orderly. And 
evidence of any direct impact is squishy rather than solid. 

Much of the problem stems from how education is being pro- 
moted, as the salvation of America's much ballyhooed shortcom- 
ings in "competitiveness" and its fraternal twin "productivity." 
Virtually every state education reform o^ late has, as its base, an 
argument for promoting the economy. "Lconomic development is 
the hot topic inside state capitols these days," observes one Michi- 
gan lawmaker. "If you want to get any attention and action on an 
issue, you had better tie it to state economic growth."^ 

This situation is understandable and perhaps inevitable, given 
recent demographic trends and industry's need for an educated 
workforce. The problem for policymakers is not making the case on 
behalf of education and economic growth but determining what 
works. 
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Rather than attempting to describe every recent state educa- 
tion policy enacted in the name of economic growth, this chapter 
highlights three practices that increase legislators* odds in figuring 
out what works: (1) using analysis of demographic trends and stra- 
tegic planning to identify and articulate policy needs; (2) working 
across service delivery systems as well as across state boundaries 
to coordinate policy initiatives; and (3) strengthening legislative 
oversight of state policies to evaluate their implementation and 
impact. 



Planning 



Pogo, the comic strip character, once commented, "We have 
met '!;he enemy and it is us." Today, Pogo might say, "We have met 
the future and it is up to us." 

Many state policymakers have met the future. They are familiar 
with economic and demographic trends. The challenge is to figure 
out what to do about them. Part of the problem is the enormity of 
the task, of molding state policies to address changes in the work- 
force and in student needs. Part of the problem is political, of 
designing long-term strategies that will transcend current occu- 
pants of state offices. And part of the problem is operational, of for- 
mulating plans and programs that lead to implementation. To illus- 
trate, a 1979 study entitled "Economic Development: Tha Chal- 
lenge of the 1980's" concluded that while all states produced state 
plans, not all used them once they have been written. 

Here is the rub, as described colorfully by a former state official 
from South Carolina: 

Plans aren't worth a tmker's tooth unless you implement 

them And when one governor went out of office, there 

were two truckloads of plans taken from the basement 
where the water had come in and spoiled them. There's no 
telling how many millions went into them.^ 

Demographic Trends Ano sis 

One state intent on not accumulating a stack of mildewed plan- 
ning documents is FloridOy where policymakers confront a rapidly 
grov/mg population— young end old, multiracial and multicultural. 
Almost 70 percent of Florida's current residents were born outside 
the state. Nearly 11 percent were bom outside the country.^ State 
plaimers estimate that each new arrival eventually will require 
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$10,000 worth of public services. With 7,000 new migrants coming 
to Florida each week, the current 830 million price tag for roads, 
sewers, fire protection, and other improvements is projected to 
double by the year 2000/ 

Contrary to the common perception of Florida as a burgeoning 
retirement haven, seniors have remained a stable part of the 
population, at 18 percent for over 20 years. The fastest growing 
group is the 25- to 44-year-olds; they were 27 percent of the popula- 
tion in 1984 and are projected to grow to 30 percent by 1990.^ Con- 
sequently, Florida has had to design state policies to meet the 
needs of a dynamic and diverse population. 

The state's economic base also is changing. According to one 
expert, "Just 60 years ago a forecast of the state's economy was 
based on the outlook for turpentine. Now it's based on space sta- 
tions and computers."® 

State policymakers have met this challenge by instituting a 
process of analyzing demographic* trends, enabling them to select 
appropriate policy alternatives. Consensus forecasting began of- 
ficially in Florida in 1970. As provided by statute, the professional 
staffs ox the Florida Legislature, the governor's office, and the ex- 
ecutive branch meet at biannual consensus estimating conferences. 
These conferences are held once in the fall to provide forecasts for 
the executive budget recommendationrs and once in the spring to 
provide final estimates for the legislature's appropriations process. 
There are now seven estimatipg /iferences, including one for 
education. 

Each party can i^eto '^he figures as they are being developed. 
Once policymakers reGc!i consensus, however, each must sign off 
on the forecasts. And state agencies must use the results in all of- 
ficial actions. Although Florida laws do not reauire the legislature 
and governor to use the forecasts, they have done so since 1970.' 

Forecasts cover a 10-year period and include the following 
topics:^ 

(1) U.S. and state economic forecasts; 

(2) State demographic forecasts; 

(3) State and Jocal revenue forecasts; and 

(4) State budgec caseload forecasts, which provide data in 
several areas, including criminal justice, transporta- 
tion, and ;Gcial services. For education, the forecasts 
contain erxrollment projections for the public schools, 
community colleges, and universities. 

Several other states have begun compiling demographic pro- 
files to help them make policy decisions affecting education. Such 
documents enable policymakers to target programs based on state- 
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specific needs. (For example, is there really a pending teacher short- 
age in a state and/or in particular areas of the state? Is there a 
growing bilingual student population whose needs have not been 
recognized adequately?) State demographic profiles also assist 
policymakers in considering the needs of the education system as a 
single enterprise, from early childhood through postsecondary 
education. 

Recognizing the need for systemic information, California com- 
missioned a study of its demographic trends in 1986. In California: 
The State and Its Educational System, Harold (Bud) Hodgkinson 
offered the following recommendations:^ 

(1) California's 1983 education reforms are beginning to 
address the problems of a fast gi. , /ing, diverse and 
stable at-risk student population; however, major im- 
provements in the system will take a decade to appear. 

(2) California's three levels of higher education (the com- 
munity colleges, the state university, and the Univer- 
sity of California) are not increasing minority group 
participation. Nor are they easing the transfer of 
students from one level to the next. 

(3) The state needs to focus on the entire educational 

ystem and how each level affects all of the others. Par- 
ticularly critical are the pre-kinUergarcen and the 
junior high school grades. The state budget process 
also needs to reflect these system-wide targets. 

(4) Dealing with the teacher shortage will be easier and 
l »ss expensive than attempting to reduce class size in 
California, which has the nation's largest Given the 
ethnic and cultural diversity of the state's student 
population, California should have the smallest classes 
in the nation if equity were to be achieved. 

(5) It is time for the state's business, political, educa- 
tional, and civic leadership to begin looking at Califor- 
nia's total educational system, the individuals served 
and the outcomes achieved. Little is known about the 
system as a whole. 

Texas commissioned a similar study later in 1986, in which 
Hodgkinson offered ^hese observations and suggestions: 

(1) Texas should invest in providing equal educational 
opportunities to its large number of at-risk youngsters. 
A statewide Headstart-type program would help com- 
bat the problems of poverty, lack of English speaking 
ability, physical and emotional handicaps, and parents 
with little education. 
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(2) Next to early childhood education, the greatest need is 
for Texas to increase the percentage of youth who 
receive a high school diploma. The state is somewhat 
advantaged because it can fine tune the existing 
system and concentrate on combat*;ing the reasons for 
its high student dropout rates. 

(3) While several of the state's post-secondary institutions 
have excellent components, Texas needs to upgrade all 
sectors of the higher education system. 

(4) The state should pro-»ide for significant impact from 
the public schools and the universities in determining 
state education policy, particularly because the diverse 
needs across the state defy uniform approaches. 

(5) The legislative committees considering public school 
and post-secondary policies are separate, without any 
linkage. [Since] Texas higher education can be no bet- 
ter than Texas public schools, the legislature neods to 
examine these policies in a coordinated fashion. 

(6) With Anglo-migration dwindling, the student popula- 
tion will become a minority majority. State policy 

must therefore "create winners, not just pick them 

Texas in the future will have uo 'throw-away' youth." 



Some states have formulated their own demographic profiles. 
For example, the Indiana General Assembly e iacted legislation in 
198 3 establishing the Indiana Development Council, a nonprofit 
corporation co serve as an umbrella body of the state's public and 
private sector leaders. The council is charged with mobilizing the 
resources needed to implement and maintain a long-term economic 
development plan for the state. As part of this effort, the council 
issued a report in 1986, The Futures of Indiana^ that pulled 
together the major trends likely to affect economic change in the 
^tace throughout the rest of the century." 

The report offers a number of policy options based on 
demographic and economic trends and alternative visions of the 
future. It ends with three interconnected "vignettes." 

(1) Potential Future Vignette J, Population Age Structure 
Theme based on these trends: . 

• Continued decline of the birth rate and an aging 
population. 

• A shorter life cycle of work force skills and the need 
for ongoing retraining. 

• Potentially a twoWered society with the "have-nots" 
unable to master technological changes. 

• Emphasis on individuality. 
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(2) Potential Future Vignette 2: "Hoosier" Perspective 
Theme based on these trends: 

• Emphasis on individuality, frequently misperceived 
as parocliialism and isolationism. 

• Emphasis on independence and self-sufficiency. 

• Increased need for flexibility and innovation in 
government; including privat;zstion, cross-jurisdic- 
tional cooperation, and public-private partnerships. 

• Increasing product diversity and customization, pro- 
duced in small batches. 

• Potentially smaller, decentralized production facili- 
ties. 

(3) Potential Future Vignette 3: Industrial Processing 
* Technology and Economic StructUx^j Theme based on 

these trends: 

• Increased use of computers and automation. 

^ Increased product diversity and customization. 

• Potentially smaller decentralized production 
facilities. 

• Expanded need to export products and to limit im- 
ports from third world countries. 

• Increased trade among countries. 

Responding to Indiana's role in the global economy, the state 
has added a new component to its school curriculum: requiring all 
middle schools and high schools to offer courses in extensive 
geographic world regions and cross-cultural training; and training 
in a foreign language for most high school diplomas. 

The report ends with these words: "The reader should now con- 
sider the trends, develop potential futures for Indiana and then ask 
'how do v/e get there?*" 

Strategic Planning 

In addition to participating in demographic trends analysis, the 
Florida House also created the Speaker's Advisory Committee on 
the Future, which has developed a strategic plan and a legislative 
agenda to address major issues likely to confront the state during 
the next decade. Including legislator and citizen members, the com- 
mittee met periodicaUy since its creation in mid-1985 to develop 
future scenarios in seven policy areas— economic development, 
education, finance, environment, health, criminal justice, and 
transportation. The committee prioritized the issues and posed 
alternative future scenarios. In March 1987, it finalized 71 long- 
term state goa' and developed policy initiatives not only for 
legislative consideration bat .dso for consideration by other 
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governmental entities, public and private groups, volunteers, and 
new partnerships and coalitions. 

Four major themes emerged from the committee's work: (1) suc- 
ceeding in a new world economy; (2) protecting and enhancing 
what's best about Florida; (3) investing in the state's people; and 
(4) leadership for tomorrow. 

Florida's efforts are notable for their comprehensive and 
dynamic nature. The strategic planning process is meant to engage 
the legislature in an ongoing venture of sensing Florida's long-term 
needs, assessing alternatives, and crafting the policy options. Most 
notable, however, is the pivc*^d involvement of the legislature and 
the ways in which Florida's leaders have revised the strategic plan- 
ning process to meet legislative needs. According to the Florida 
report: 

Most models of strategic thinking take their lead from 
executive directed organizations. Legislatures, though, 
are different. The collegial aspect is absent in most in- 
stances where strategic thinking has been attempted. 
Moreover, the legislature embraces a range of goals far 
beyond that of most organizations. Thus, the Committee's 
approach to policy development and implementation has 
to be somewhat different. It has to be tuned to the par- 
ticular rhythms and mores of the legislature. 

The nature of the legislative process is such that strategic 
alternatives must provide the kernel for additional work, 
the formation of specific policy alternatives. This is the 
work designed for the Committee in the next phases of the 
strategic policy process.^^ For legislatures considering how 
to link the worlds of school and work through realistic 
state policies, state demographic profiles become a useful 
starting point. Coordination of policy initiatives across 
different service delivery systems becomes a logical next 
step. 



Coordination 



Nationwide efforts to improve education during the early 1980s 
were fueled by declining SAT scores and the public's perception 
that schools had strayed from their traditional emphasis on the 
three R's. Part of the problem came from the schools' willingness to 
assume too much responsibfljitj} in the absence of other institutions 
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that could tackle the problems. Schools not only had broadened 
their curriculum to accommodate multiple demands but also had 
begun confronting students with new needs— students who lived 
with a single parent, spoke no English at home, were poor, were 
pregnant, used drugs or alcohol, and/or generally were at risk of 
dropping out altogether. 

Dealt a new hand by demographic charges, educators are try- 
ing to decide how best to teach the three R s (as well as science, 
foreign language, and computers) to reflect the changing times. 
"With all the demands on school boards, we could wind up having 
students who are sexually discrete, well mannered, patriotic, good 
drivers, but illiterate," is how former National School Boards 
Association President Nellie Weil sums up che dilemma. 

To meet these challenges, policymaliers are beginning to em- 
brace initiatives that pool the resources inside the schools with 
those outside, including both the public and the private sectors. 

State Initiatives 

One way to address problems that transcend a single state 
agency or policy area is to forge cooperation across agencies. In 
Ohio, for example. Governor Richard Celeste initiated a state 
strategic planning process based on "cabinet clusters," working 
groups formed to address interdepartmental issues. The initial 
report. Toward a Working Ohio, explains the organization this 
way:^^ 

In some states, strategic planning has been structured 
around a "state planning agency", ... In contrast, Ohio's 
strategic planning process does not involve the creation of 
a new layer of bureaucracy. Instead, it centers around 
"cabinet clusters"— working groups formed to address 
interdepartmental issues. While lacking the centralization 
found in other states' planning mechanisms, c^^binet mas- 
ters enable coordination and cooperation. 

Cabinet clusters cut across the jurisdictional boundaries 
between bureaucracies, diminishing the sense of territor- 
iality that has long burdened state government Effec- 
tive clusters can provide the Administration with the abil- 
ity to track the billions of dollars that flow through state 

government and to identify their ultimate effect Each 

cabinet cluster will report to the Governor and the Cabi- 
net. Tne product of its work will be reflected in administra- 
tivo actions and/or legislative recommendations in (future) 
budget recommendations. 
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Strategic planning in Ohio is organized around four issue areas: 

• Jobs and Ohio's economy. 

• Human resources: investing in Ohio, which emphasizes 
education and job training, puWic welfare, health care, 
mental health, mental retardation and developmental 
disabilities, corrections and youth services. 

• Ohio's environment and infrastructure, which em- 
phasizes natural resources, the environment, energy, 
transportation, housing, community development, and 
water. 

• State government: opportunities and limitations, which 
emphasizes cost containment, state regulatory in- 
itiatives, and linking the state to the federal and local 
governments. 

In each area, the appropriate cabinet cluster has drawn up a 
strategic plan that identifies goals, strategies, policy initiatives, 
implementation time frames, funding level and mechanism, 
linkages to other agencies and groups, and lead state agencies. Ab- 
sent legislative involvement, however, the challenge in l hio will be 
whether this interagency coordination will survive under suc- 
ceeding administrations. 

Several states have initiated coordination through legislative 
efforts. For example, the Oregon General Assembly conducted a 
1984 study entitled "The Legislative Role in the Job Training Part- 
nership Act and Linking Job Training with Economic Develop- 
ment." Charged with this task, the Joint Interim Task Force on 
Job Training and Economic Development recommended several 
ways to improve coordination among state agencies responsible for 
job training, vocational education, and economic development. 

In conducting its work, the Oregon task force raised the follow- 
ing questions, which also might be a useful checklist for other 
states:^* 



(1) Is the private sector genuinely involved with imple- 
menting the Job Training Partnership Act (JTPA)? 

(2) Are Service Delivery Areas (SD As) organized locally to 
reflect the state's labor markets? 

(3) Are trainees receiving necessary support services such 
as child care? 

(4) Are JTPA programs duplicating services and conflict- 
ing with other programs? 

(5) Are JTPA trainees placed in jobs with a potential for 
long-term employment and opportunities for promo- 
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(6) Are special target populations such as women and 
minorities receiving adequate services? 

(7) Is on-the-job training providing meaningful training or 
merely a subsidy for business? 

(8) Is the executive branch facilitating inter-departmental 
cooperation so that v/elfare recipients under the juris- 
diction of one department can still receive training 
under another? 



In 198o, the Illinois Commission on Intergovernmental Cooper- 
ation studied the multitude of training and education for employ- 
ment programs offered in the state, with the objective of improving 
the entire system. The r- )ort concluded:^* 

In general, the problems include the lack of generally ac- 
cepted statewide goals, uncoordinated planning, non- 
standardized intake and evaluation, inadequate basic 
skills development, duplication of services, gaps in ser- 
vices, and conflicting delivery area boundaries— all of 
which hinder the training and. development of those per- 
sons most in need of assistance. 



The commission offered a number of rei:ommendations, in- 
cluding: 
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Maintaining a statewide informatio system of service 
delivery related to training and education for employ- 
ment. 

Drafting legislation related to the purchase of job train- 
ing and education services that requires one planning 
process for all purchases, and generates one statewide 
plan and one regional plan for each subunit. 
Developing legislation that requires unified planning by 
all elements involved in job training and education. This 
would require [that] one statewide plan be followed by all 
providers and a single regional plan for each identical, 
predetermined geographical area. The plan should be re- 
quired to establish procedures for an individual student 
to be able to pass from one level of job training and 
education to another. 

Requiring purchasers of job tr *^ning and education ser- 
vices to develop one standardi * "mI intake and evaluation 
system, relating to the job training and educational 
needs of the client end standardized offering. 
Having purchasers of job training and education require 
development of basic education skills as a prerequisite 
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for all applicable programs. Requiring review of all such 
programs by the State Board of Education. 
• Increasing the funding for updating job training and 
education of instructors. 

Multistate Initiatives 

Conducting efforts to link education and econoimc growth also 
can cross state boundaries. For example, the New England Board 
of Higher Education (NEBHE) and the Caucus of New England 
State Legislatures jointly issued a report in November 1983 enti- 
tled Renewing Excellences^ The study surveyed all state 
legislators from the six New England states on the role of higher 
education in enhancing the region's economy. Over half of New 
England's 1,323 legislators responded. Nine of every ten cited the 
quality of the region's higher educational system, and 98 percent 
pointed out its importance to the economy. Ninety-three percent of 
the lawmakers saw a role for higher education in helping retrain the 
region's labor force to meet the demands of the ongoing revolution 
in high technology. 

Nine of ten legislators favored a coordinated regional system 
for retraining New England's labor pool, and more thsa three of 
every four legislators favored increased conmunication between 
Mie institutions of higher education and state capitols on how they 
could become mutually supporti^'e. 

Fewer than a third of the legislators indicated that they had 
ever been contacted by representatives from New England's post- 
secondary institutions. And just over one in four had initiated con- 
tacts with educators to discuss how they could use their respective 
resources to mutual benefit. The caucus and NEBHE subsequently 
used these findings in presentations on the role of higher education 
in economic growth to state leaders in each of the New England 
states. 

Efforts to forge multistate cooperation on issues affecting 
education aufl economic growth also serve other regions of the 
country. The Western Interstate Commission for Higher Educa- 
tion (WICHE) has published several documents on the role of high 
technology and other energy-related issues involving higher educa- 
tion in the western states." And the southern states have banded 
together to compare needs and build cooperative initiatives to 
upgrade educational programs and the South's economic position, 
as 'sted by the Southern Regional Education Board (SREB) in 
Atlanta and the Southern Growth Policies Board in North 
Carolina's Research Triangle Park.*^ 
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Public-Private Sector Initiatives 



Virtually every state and local conrnunity can boast a number 
of cooperative ventures between the public and private sectors to 
link education and economic growth. One of the most ambitious 
partnerships is Jobs for Connecticut's Future (JFCF), which has 
the following objectives:^' 

• To project the kinds of jobs that will be available in Con- 
necticut over the next decade. 

• To describe the skills and training, retraining, and 
education needs to prepare the staie's residents for the 
economy, jobs, and opportunities of the future. 

• To forge a broad and meaningful partnership between 
the public and private sectors in addressing the chal- 
lenges revealed by research and analysis. 

• To develop a model for use in the other states (a similar 
project is underway in Arkansas). 

In 1986, JFCF identified five priorities that it would pursue: 

(1) Institutionalizing the work of JFCF to sustain the 
public-private sector cooperation. 

(2) Etix^ouraging balanced economic growth among dif- 
ferent industries and across different regions of the 
stata 

(3) Averting an anticipated labor shortage in the 1990s by 
helping residents qualify for training and retraining 
programs. 

(4) Improving the teaching of interpersonal, cognitive, 
and motivational competences in all education and 
training setups including creating a state-of-the-art 
public/private training institute for this purpose. 

(5) Enabling more employers, especially small businesses, 
to offer continuing training and, when necessary, re- 
training for future job:; in their own companies or else- 
where. This includes legislative changes, such as tax 
credits and training vouchers, to increase employers' 
incentives to provide appropriate training. 

JFCF then outlined a series of challenges to ''the stake- 
holders"— government, education, business, labor, community 
groups, and individuals— working together to address these 
priorities. 

Thus, cooperative efforts to link education and economic 
growth exist on a niunber of different levels, address a variety of 
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issues, and involve a multitude of parties. It may be too soon to 
evaluate the outcomes. Simply the existence of such ventures, 
ixowever, acknowledges the need to address education and 
economic growth issues in a new, more comprehensive way. 



Oversight* 



In enacting numerous education programs designed to 
stimulate economic growth, legislatures have thrown a lot of balls 
into the air. Now, they are beginning to ask whf?re the balls have 
landed and, more important, what the impact has been. The long- 
term effects may not be known for awhile. Several states, however, 
are taking steps to better monitor progress along the way. At least 
five legislatures have established special committees to oversee im- 
plementation of their recent public school reform packages— Illi- 
nois, Missouri, South Carolina, Tennessee, and Texas. CaliforrJa is 
funding PACE, an in-state education policy research group with 
university ties, to evaluate the impact of its 1984 reforms. Other 
states are enlisting legislative staff to monitor implementation of 
their statutes. Whatever the approach, all legislatures have a 
vested interest in assessing the impact of the programs they have 
initiated. 

Overseeing State Education Reforms: A Prototype 

Arguably, the most comprehensive state education reform bill 
in the country was the one enacted by South Carolincu The Educa- 
tion Improvement Act of 1984, or the EIA as it is known inside the 
state, contains 61 initiatives dealing with preschool through high 
school levels, and is accompanied by a 3\. percent increase in state 
aid to education and funded by a one cent increase in the sales tax. 

Richard Riley, the former governor of South Carolina who 
crafted the EIA, described the reform process this way: 

Since the summer of 1983, South Carolina has launched a 
new approach to education improvement. This approach is 



♦In 1987, NCSL published a report tc provide legislators with a com- 
prehensive gu?de to assist them m over seeing the impact of their recent ef- 
forts to improve elementary and secondary education. Evaluating State 
Education Reforms: A Special Legislative Report, written by Stanford 
University Professor Michael Kirst end funded through a contract with the 
Office of Educational Research and Improvement, U.S. Department of 
Education, is available from NCSI/s Denver office. 
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based on the premise that business people, the educational 
community, and local and state government leaders have a 
strong common interest in excellence in education. 
Through two statewide blue-ribbon committees composed 
of 61 leaders in business, education, and the legislature, 
the state launched a massive grassroots needs assessment 
and resolution effort to make a quantum leap forward in 

education The partnership which developed and 

passed the education improvement package is now in- 
volved in implementing and monitoring the programs.=^° 

Sustaining that partnership and through it, the statewide com- 
mitment to improving education is a priority of state policymakers 
in South Carolina. At the heart of this effort is the Select Commit- 
tee of the Education Improvement Act, mandated by statute to 
oversee implementation and operation of the comprehensive 
refonns. Membership on the select conmiittee is broad based, in- 
tended to guarantee representation of all the key state education 
policymakers, the governor, legislative leaders, education and 
fiscal chairs, as well as the state superintendent of education and 
the commissioner of higher education. 

The select committee is charged with supervismg the expen- 
diture of EIA funds and making recommerxdations to the State 
Board of Education as it implements the act. It is an active partici- 
pant in the implementation process, npt just a recipient of informa- 
tion. The committee meets at least quarterly and issues an annual 
report to the General Assembly on the progress of the reforms. 

During 19- 6, the select committee concentrated on reviewing 
the develcpmej t and implementation, of a large number of new and 
expanded education programs. The activities included reviewing 
the proposed guidelines and regulations of a number of state agen- 
cies, analyzing reports from other legislative committees, and iden- 
tifying related education issues for further study, so that the com- 
mittee can make reconmiendations to the State Board of Education 
and the legislature. The committee also serves as a forum for 
legislators, citizens, and special interest groups, to address emerg- 
ing and controversial issues. 

To establish direct links to local educators, the select committee 
created a statewide subcommittee to provide a way for teachers 
and principals to share information with the legislature and with 
themselves as they implement the education reforms. 

After surveying key state policymakers and educators on the 
role of an oversight committee, the select committee proposed a 
number of recoramendations to improve its own capabilities.^ In- 
cluded were three legislative ''needs** in monitoring implementa- 
tion of state education reforms over time: 
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(1) The need to specify in statute the authority and 
responsibilities of an oversight committee vis-a-vis its 
relationship with other legislative committees and 
with state agencies. This is particularly important as 
the role of the oversight committee shifts over time 
from monitoring implementation of the reforms to 
evaluating the outcomes. 

(2) The need to engage the standing committees— par- 
ticularly education and appropriations— in the activi- 
ties of the oversight committee. Such efforts will max- 
imize the chances that everyone will be moving in the 
same direction, as well as broaden the base of support 
for the reforms inside the General Assembly, over suc- 
cessive legislative sessions. The select committee, for 
example, sent its amendments to the EI A to the stand- 
ing education committees for review. 

(3) The need to provide all members of the legislature with 
ongoing information on both the activities of the select 
committee and the impact of the education reforms. 

South Carolina has taken other steps to sustain political and 
public commitment to the reforms over time. In addition to 
creating the select committee, state policymakers are attempting 
to forge a close relationship between the legislature and executive 
branches in overseeing implementation of the EI A. They also have 
institutionalized the public-private partnership instrumental in 
enacting the EIA in 1984. 

The Division of Public Accountability, As part of the 1984 
reforms, the South Carolina General Assembly created the Divi- 
sion of Public Accountability inside the State Department of 
Education, to monitor implementation of the EIA. The governor 
and the state superintendent of education jointly select the deputy 
superintendent who heads the division from a list of recommenda- 
tions fiuTiished by a joint subcommittee of education and business 
leaders. The new division provides information to the select com- 
mittee, as well as to the public, on the progress of the reforms. Each 
year it publishes "What is the Penny Buying for South Carolina?" 

The Blue Ribbon Committees in Education, South Carolina has 
maintained the input of key business leaders in the reforms by 
creating two committees, the Committee on Financing Excellence 
and the Businens-Education-Legishtive Partnership. The statute 
requires that they review the State Board of Education's annual 
assessment report, submitting their recommendations to the 
legislature. The committees also jointly review State Department 
of Education products in implementing the EIA, maUng their 
recommendations to the board. The two blue ribbon committees 
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have their own publication, entitled Report Card: Education Im- 
provement Act Newsletter. 

In building a support base for its education reforms over the 
long term, South Carolina has recognised the need to provide infor- 
mation over the short term. Thus, the state has mounted what is 
best described as a marketing campaign to get the word out. And 
the early word is good. Built on a series of education reforms 
enacted in the late 1970s, the EIA of 1984 is having the intended 
results." Test scores in the basic .subjects are up. Writing skills are 
improving. SAT scores are higher. Student attendance is increas- 
ing. More four-year-olds are being served in child development 
centers. More students who need extra help are receiving it. And 
the number of local business-education partnerships is increasing. 

So far, the news is positive. But if any news is bad. South 
Carolina— through its early warning system— should be able to 
take corrective action. 
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Putting the Pieces 
Together 



**Don*t look back. Something might be gaining on yoiu ** 

Satchel Paige 
(Baseball Pitcher) 

''A 

xXmerica's ability to compete in world marKets is 
eroding/' warns the Carnegie report i4 Nation Prepared^ Former 
U.S. Secretary of Labor William E. Brock maintains that "com- 
petitiveness is the new code word in Washington/' where more 
than 5,000 competitiveness bills'' were introduced in Congress in 
1986 before the topic really got hot. Over one-third of the entire 
body joined the Congressional Caucus on Competitiveness in 
January 1987.=^ 

No longer dominant in the global marketplace, beset by an 
uncertain international economy, and challenged by advancing 
technologies, American business is releaming how to compete. 
And, in the process, business is turning to the schools to provide 
the skilled workforce. 

^'Education matters in this new global race because the 
workforce matters more than machinery, more than capital, more 
than technology," asserts one Washington Post reporter.^ ''The 
single largest contributor to a region's economic health is the 
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strength of its educational community/' adds MIT economist 
David Birch/ 

Nowhere have these claims found a more receptive audience 
than inside state government. Political leaders, often aided by 
business leaders, have led a nationwide effort to improve the 
schools. During the pasc five years, this reform movement has 
merged the twin themes of educational excellence and state 
economic growth. More recently, the reforms have been cast in the 
language of international competitiveness. 

Competing internationally also means that states are more will- 
ing to take a broad-based approach to marshalling public sector 
resources behind private sector success. When the federal go/em- 
ment debated this course of action during the late 1970s, it was 
beaten back amid angry cries of "socialism" and "centralized plan- 
ning/'^ Taking a cue from the federal experience, "industrial 
policy" may not be what states are calling purposeful, comprehen- 
sive efforts to bolster their economies. But it is clearly the course 
that many states are pursuing, some with more success than 
others. The following are three examples. 



Building on Existing Resources: Pen nsylvania* 

One of the states affected most severely by economic change 
within the last decade was Pennsylvania, which traditionally relied 
on heavy manufacturing for its economic foundation. Because of 
the loss of industry and jobs in the period 1975-1980, state 
policymakers sought to revitalize and diversify the state's 
economy.® 

Then-Republican Governor Richard Thomburgh launched the 
effort in 1979 with a directive to the State Planning Board, which 
worked with academic experts to study national and international 
economic growth prospects and identify the state's comparative 
economic advantages.' Research spotlighted the state's economic 
strengths in educational and technological resources. The state was 
fifth in the nation in the number of workers in advanced technology 
industries and the number of engineers and scientists. Of the :ia- 
tion's top 50 research universities, four were located in Penn- 
sylvania, and they were working in such areas as robotics, 
computer-assisted design and manufacturing, electronics, com- 
puter science, and agriculture. To address the state's underlying 

♦This section is excerpted from Dan Pilcher, State Industrial Pobcy: An 
Analysis of Pubbc Goods in a Trading Context, Unpubbshed M. A. Thesis, 
University of Denver, March 1986. 
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economic problems, the plamiing board's proposal called for an ef- 
fort to bxiild on the state's comparative advantage in higher educa- 
tion by establishing links between the universities and the private 
sector, and thus use educational institutions more effectively in 
pursuing economic growth. 

State officials held hearings around the state on the multiyear 
planning effort called "Choices for Pennsylvanians" and involved 
more than 185,000 persons in trying to chart a course for the 
state's economic future. From this research, the planning board 
drafted a strategy for economic revitalization that stressed a 
catalytic role for the state in facilitating advanced technology 
development. 

The private sector played a major role in the development of the 
plan. The MILRITE Council, a state-sponsored business-labor 
organization charged with improving the state's economic base, 
participated in the development of the plan. The Pennsylvania 
Business Council, consisting of corporate leaders, reviewed the pro- 
posal and recommended changes, which were then incorporated. 
The governor's planning staff met with other business leaders, who 
agreed to participate in the program and try to match the state 
funds. The proposal was thus designed to meet the needs of those in 
the private and educational sectors who would be asked to imple- 
ment and participate in the program. 

The strategy, based on advanced technology development, was 
two-fold: first, to emphasize the start-up of new, advanced 
technolog} firms; and second, to apply new technologies to the pro- 
cesses and products of the state's mature industries. The im- 
mediate goal of the strategy was to -^reate thousands of jobs for the 
state's residents by the end of the decade by rejuvenating existing 
industries and fostering new firm start-ups. The long-range objec- 
tive was to improve productivity growth and diversify the 
economic base. 

The Ben Franklin Partnership 

Proposed to the Democratic-controlled legislature and over- 
whelmingly adopted in 1983, the Ben Franklin Partnership 
Challenge Grant Program for Technological Innovation began with 
initial funding from the state.^ The Ben Franklin Partnership is 
part of a long-term effort to muster all of Pennyslvania's resources 
to support job growth through research and development, educa- 
tion, and entrepreneurial development," wrote Dr. Walter H. 
Plosila, deputy secretary for technology and policy for the state 
Department of Coramerce.^ 

The partnership's board, whose members include business, 
labor, legislative, and academic representatives, awarded $250,000 
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grants in 1982 to each of four public-private consortia to establish 
Advanced Technology Centers (ATCs), The ATCs pro v*<^e technical 
and financial assistance to entrepreneurs, support educational and 
workskill training efforts for jobs of the future, and fund joint 
private-public research and development projects. (The ATCs, 
which specialize in particular industries, will be discussed in 
greater detail shortly.) 

The consortia that govern each ATC consist of labor, business, 
and economic development groups, and research universities. The 
ATCs compete against each other for the partnership's grants but 
first must secure private sector matching funds before the partner- 
ship commits its funds. The ATCs must demonstrate private sector 
involvement, quality of proposed projects, and past performance of 
the projects in creating jobs. The partnership was designed as a 
performance-based, competitive effort to forge collaboration 
among the involved groups. 

The partnership focused on "advanced technology" instead of 
"high technology," as other states had done. High tech a term 
popularized during the early 1980s, has proven elusive to define, 
although it is commonly used to denote such industries as com- 
puter hardware and software, microelectronics, telecommunica- 
tions, biotechnology, and medical technology. California's Silicon 
Valley, Boston's Route 128, and North Carolina's Research Park 
Triangle are held up as examples of the economic benefits of high 
tech: rapid economic growth and clean industries. 

In a major report on technology innovation and regional 
economic development, the congressional Office of Technology 
Assessment (OTA) found that high-tech industries, depending on 
the definition, 'Account for 3 to 13 percent of employment in the 
United States.*^ The OTA study examined five definitions and 
notes that there is no generally accepted definition. Although jobs 
in these industries are expected to grow somewhat faster than 
overall employment, they will account for only a small portion of 
total job growth. The OTA study noted, however, that the largest 
effects of technology development on employment growth "will 
come through the diffusion and widespread application of their 
products by other industries, 'smokestack' and services alike."" 

By using a broader concept of advanced technology, Penn- 
sylvania sought to incorporate technological advances to existing 
industries as well as generate new products and processes and help 
create new firms on the cutting edge of technological innovation. 
Technological innovation consists of the "steady, evolutionary im- 
provements in technical knowledge and application over time."" 
Its components are research, application, and diffusion. Technolog- 
ical innovation first depends on scientific and technical research. 
The basic and applied research performed by a state's higher educa- 
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tional institutions is a central part of a strategy for technological 
innovation. Next, the private sector is involved with universities in 
the transfer of new ideas and innovations from research 
laboratories into new products and services in the marketplace. 
Third, technological innovation is diffused over time and becomes 
widely accepted. Successful diffusion may require that the innova- 
tion be sheltered from competitive forces until it has had a chance 
to grow strong enough to survive on its own. States provide this 
shelter for the birth and nuturing of ..ew firms, especially high- 
technology firms, through such programs as small business in- 
cubators (which provide short-term subsidized rent, office support, 
and other basic services), seed and venture capital, and managerial 
and technical advice. 

A significant feature of the Ben Franklin Partnership's underly- 
ing philosophy is that the ATCs specialize in specific industries in 
which the state seeks a competitive advantage. It is essentially a 
challenge grant program to support the four Advanced Technology 
Centers: 

• Northeast Tier Technology Center (Lehigh University), 
which focuses on computer-aided design and manufac- 
ture, polymers and other advanced materials, biotech- 
nology, and microelectronics. 

• Advanced Technology Center of Southeastern Penn- 
sylvania (University City Science Center of Philadel- 
phia), which concentrates on advanced sensors, biomed- 
ical technologies, space productivity, materials R&D, 
and technology for the handicapped. 

• West^jrn Pennsylvania Advanced Technology Center 
(Carnegie-Mellon University), which works on robotics, 
high-technology materials (including processes and ap- 
plications), and biological/biomedical technology, 

• Advanced Technology Center of Central/Northern Penn- 
sylvania (University Park), which researches food and 
plant production and processing, coal and mineral pro- 
duction, energy conservation, biotechnology, and manu- 
facturing management and control systems. 

The partnership established the centers in each of the state's 
major geographical regions to meet the regions' differing needs and 
to encourage each region's constituent groups to cooperate in 
developing the centers' plans. Each center has three functions man- 
dated by law: 

(1) Joint Research and Development A firm determines 
what its R & D needs are and how a higher educational 
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institution can help meet them. The partnership re- 
quires that the firm or other sources, or both, match 
the state funds on at least a one-to-one basis, with the 
nonstate money being committed first. The centers 
emphasize that rapid commercialization of scientific 
discoveries and proposals are reviewed for likely com- 
mercial effects, with highest priority assigned to those 
with the greatest employment possibilities in the 
shortest time. 

(2) Education and Training. The ATCs fund projects that 
fill gaps in the existing educational/job training 
system, and link community colleges, vocational 
schools, and other higher educationalinstitutions. The 
centers stress curriculum changes that will train 
workers for jobs of the future because a state's ability 
to compete depends on the availability of skilled 
workers. Ninety percent of the workers of 1990 and 75 
percent of the workers of the year 2000 are in the 
workforce now." Hence, the centers work with univer- 
sities, community colleges, and vocational schools to 
update and modernize curricula to meet the evolving 
needs of the private sector and adult workers. 

(3) Entrepreneurial Development The centers provide a 
range of services to assist business people in develop- 
ing entrepreneurial skills, including preparation of 
business plans, securing venture capital or conven- 
tional financing, and providing ''incubator'* space 
where small, newly started firms can share services 
and keep costs down during the initial phase of exis- 
tence. Entrepreneurship, supported by improved work- 
ing relationships between universities and businesses, 
is seen as instrumental in commercializing technologi- 
cal innovations and discoveries in products and pro- 
cesses.*^ 
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Assessing the Impact 

Pennsylvania's industrial competitiveness policies are the 
result of a public-private strategic planning process that estab- 
lished a consensus on the state's economic problems and growth 
prospects. 

One criticism that may be directed toward the Pennsylvania ef- 
fort is that little apparent cooperation has been made with other 
states with similar industries to insure coordination to increase 
industry-wide economic competitiveness and thus lessen interstate 
competition. 
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In addition, the question of the effectiveness of the Ben 
Franklin Partnership's programs raises methodological considera- 
tions. The partnership's report of its activities concentrates on 
"numbers'* of businesses counseled (3,616), venture capital com- 
mitted (S15.3 million), graduates of its training/education pro- 
grams (6,559), number of persons (21,067) attending workshops 
(334), number of start up firms (124) employing (561) workers, 
number of expanding firms (89) employing (755) more workers, 
number of firms retained (103) and jobs (726) saved. Nine patents 
were granted and 13 applications were pending. (Data is for the 
period March 1, 1983, to December 31, 1984.)** 

This raises the question of how to evaluate the success of the 
program and its effect on businesses. Pennsylvania relies on the 
traditional method of reporting ''numbers," a not-uncommon ap- 
proach in state economic development. At the heart of this method 
is the number of jobs saved or created. Rigorous cost-benefit 
analysis of state economic policies, with all of their complexity and 
variety, carries a cost for state government. At this time, most 
policymakers seem content to measure success in terms of firms 
assisted and jobs saved and created. 

The partnership has generated specific and apparently rigorous 
criteria for the operation of the programs and for qualifying firms 
for assistance. The cooperative effort with business seeks to lever- 
age private sector funds with public funds, and the record to date is 
that the partnership has more than fulfilled this requirement. The 
climate for entrepreneurial development was strengthened by the 
state's efforts. Several policy instruments are intended to reconcile 
the social and political pressures of economic adjustment (technical 
assistance to determine prospects for worker ownership; job 
retraining for displaced workers; and food, medical, and mortgage 
relief for displaced workers). The Ben Franklin Partnership pro- 
vides assistance to the educational and job training systems to in- 
sure that workers will be trained with the skills needed by the 
state's industries in the future. Schools were strengthened with in- 
creased requirements and funds for mathematics, science, and com- 
puters. 

Pennsylvania appears to have made a serious effort to cooi^ 
dinate the new industrial policies with existing economic policies, 
while redirecting some estabUshed programs to serve the new pol- 
icies. By applying advanced technologj' to its existing mature 
industries— steel, metal fabrication, coal, for example— the state 
government has apparently avoi.<ed being backed into a preserva- 
tionist position by affected interest groups. 
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An Industrial Policy That FaUed: Rhode 
Island* 



In mid-1984. The New York Times described Rhode Island's 
Greenhouse Compact as "the most ambitious state industrial plan 
proposed in the United States." Nearly all states have adopted 
bond issues, tax credits, grants, loans, job training programs, 
and/or incubators to assist existing and emerging industries. 

What set Rhode Island apart, however, were two things: First, 
the Greenhouse Compact generated probably the most extensive 
study of any state's economy in history, dating back to the 17th 
century, taking 13 months to complete, and encompassing nearly 
1,000 pages. Second, Rhode Island became the first state to seek 
voter approval of the entire package. On June 12, 1984, the voters 
turned thumbs down by a resounding 80 to 20 margin. 

Because numerous states have been or will be debating the 
merits of a state industrial policy, it is worth examining the 
Greenhouse Compact— what it would have done and why it failed. 

The Problem: A Declining Standard of Living 

Rhode Island's major economic problems arose because no suc- 
cessful economy had replaced the once burgeoning textile industry. 
Numerous businesses had either failed, moved, or expanded out of 
state and foreign competition has hit hard. Rhode Islanders have a 
lower standard of living than their New England neighbors, with 
some of the poorest manufacturing wages in the country. In addi- 
tion, the average wage rate is declining, out-migration is high, 
employment prospects appear grim, and the state suffers from a 
negative business image. 

The Proposed Solution: A State Industrial Plan 

Against this backdrop, then-Governor J. Joseph Garrahy ap- 
pointed a 69-member Strategic Development Commission of 
business, labor, education, and public sector leaders to formulate 
and support a plan that would get Rhode Island back on an 
economic fast-track. The commission set about devising a long- 
term economic development strategy to reduce unemployment and 
raise the average wage rate. Specifically, it adopted a plan that pro- 

♦Portions of the foUowing section originally were printed in Peggy M 
Siegel. NCSL State Legislative Report, "State Approaches to Targeting 
Education for Economic Growth: What Works? What Doesn't?" Februaiy 
1985. 
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posed to create 60,000 jobs with higher than average state wages 
by 1990 and that would have pumped $750 million v.orth of in- 
vestmenis into Rhode Island's economy. 

Drafters of the Greenhouse Compact chose not to make a strong 
economic argument for improving elementary and secondary 
education. Instead, they concentrated almost exclusively on the 
role of higher education in prnmoting state economic development, 
namely, through university-based re.search and development. 

Among its many recommendations, the compact proposed to 
create a quasi-public Strategic Development Commission for seven 
years, to oversee the following programs:^® 

• A grant/note expansion incentive program to encourage 
firms that pay above-average wages to expand in Rhode 
Island; 

• A product/market demonstration incentive program to 
encourage Rhode Island firms to pioneer new products 
and markets; 

• A number of job expansion programs for targeted in- 
dustries; 

• Four research greenhouses for selected emerging in- 
dustries to accelerate the process of commercial product 
developments, in cooperation with state universities and 
the health care field; and 

• Several research institutes, an Academy of Science and 
Engineering, and other fiscal incentives, to build a 
university-private sector partnership. 

Next, proponents of the Greenhouse Compact convinced the 
Rhode Island General Assembly to enact many of the rerommen- 
dations, subject to voter approval in a June special election. They 
then snent their time crisscrossing the nation's tiniest state in 
some 800 meetings to convince Rhode Islanders to support the pro- 
posal." 

Why It Failed 

Shortly after the referendum on June 12, the Brown University 
Center for Public Policy and American Institutions conducted a 
telephone survey of 1,001 Rhode Islanders to discover the reasons 
for their overwhelming opposition to the Greenhouse Compact." 

The researchers concluded that the voters had not rejected the 
concept of a state industrial policy per se. Rather, Rhode Islanders 
were voicing their dissatisfaction with how the commission had for- 
mulated the compact and how proponents then presented the plan 
to the public. According to the study, "Rhode Islanders rejected 
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the Compact not because they felt that the government had no 
legitimate role in economic development and job creation. Instead, 
voters turned down the proposal because it offered 'nothing for 
something/ i.e., few direct benefits in exchange for what citizens 
perceived as high costs for themselves. 

Ninety-three percent of the respondents believed that the com- 
pact would raise their taxes despite the fact that the legislature did 
not include any provision for a tax hike when it put the plan on the 
ballot. Only 20 percent believed that they would benefit in any way, 
and only 25 percent felt that they might secure a better job as a 
result of the Greenhouse Compact. In addition, the voters believed 
that benefits would accrue to the type of groups represented on the 
commission— bankers, politicians, big business, and the univer- 
sities. According to the study, voter mistrust of the appointed 
*Mites" on the commission was the single most important source of 
opposition, stronger even than the perception of higher taxes. 

Thus, other states contemplating the merits of an industrial 
policy should not be dissuaded by Rhode Island's experience; ap- 
parently nothing inherent in the Greenhouse Compact itself pre- 
vented a more favorable voter reaction. 

Ironically, an upswing in the national economy in 1983-1984 
hindered passage of a state industrial plan in Rhode Island. Be- 
tween the time that it had bsen proposed and disposed, unemploy- 
ment had begun to drop. The state showed a budget surplus. Ap- 
parently, the onset of good times seems to work against arguments 
in favor of comprehensive, far-reaching economic measures. A sec- 
ond university-based analysis of why the Greenhouse Compact 
failed also concludes: 

The irony of the Compact's defeat is that our data show 
voters in Rhode Island, including a substantial majority of 
thopc who voted against the Compact, believe that govern- 
ment should take a leading role in improving the state's 
economy. They agreed with the idea that Rhode Island's 
economy is worse than that of other states, that it can be 
improved by careful planning, and that state government 
should take the initiative. 
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An Industrial Plan That Is Succeeding: 
Kansas* 



The economic development initiatives taken by the state of 
Kansas in 1985-1987 may well set a bench mark for other states in 
terms of approach and substance. Strong bipartisan support was a 
significant feature of the Kansas process. During 1986, the 
legislature enacted ten bills and two proposed constitutional 
amendments; and the amendments were approved by the voters at 
the following August primary and November general elections. "It 
was amazing— absolutely amazing/' said then-House Majority 
Leader Jim Braden, who is now House Speaker. 

Kansas traditionally has relied on an economy that has been 
based on three major sectors: agriculture, energy (oil and natural 
gas), and manufacturing (mainly general aviation). During most 
recessions, at least two of the three main sectors would thrive. 

The 1981-1982 recession, hov;3ver, represented a sea change in 
the thinking of Kansans. All three sectors suffered, and state 
leaders dc-cided it was time to launch an economic development in- 
itiative. The process had four stages: (1) development of an analysis 
of the state; (2) development of a plan based on the stud}^ that 
would address the weaknesses of the economy; (3) legislative enact- 
ment of the plan; and (4) implementation of the legislation. 

The goal of the process from the beginning, said Senator Wint 
Winter, was the successful implementation of legislation that 
resulted from the study. In 1985, legislators had become av/are of 
the initiatives that other states had taken in economic develop- 
ment. In Kansas, various interest groups advanced plans that 
reflected the parochial nature of the groups. The business sector 
wanted tax incentives and reduced taxes— particularly the elimina- 
tion of the sales tax on equipment and machinery— and they argued 
that this would lead to the creation of jobs. Educators asserted 
that more money spent on education would result in more jobs. 

Legislators, however, were concerned that there was no objec- 
tive basis for these arguments. In the beginning, the few legislators 
who supported an economic development initiative faced the prob- 
lem of convincing their colleagues that what they were proposing 
was a good idea. 

Winter said there were three reasons for undertaking the 
economic development initiative. First, there exists the academic 



*This section was written by Dan Pilcher, Principal Staff Associate for 
Economic Development and International Trade, NCSL. It is an ab- 
breviated version of an unpublished report on economic development in 
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discipline to analyze a state's economy and to compare it with that 
of other states, as well as to design specific objectives and plans. 
Second, the Kansas economy was in serious trouble, and it was not 
rebounding from the 1981-1982 recession as it had from earlier na- 
tional recessions. Third, the Republican-controlled legislature con- 
fronted a Democratic governor—John Carlin— who advocated a 
tax increase as a way to spur the economy. In 1984, the legislature 
increased the state sales tax by 25 percent, or one full cent. Other 
taxes were increased as well at that time. 

From the beginnings the legislative proponents of an economic 
development initiative sought to build a broad-based coalition in 
support of their efforts. The process of developing a study would 
serve as a way to bui"d support for enacting the subsequent legisla- 
tive recommendations. 

Universities were used for the primary task of gathering data. 
In 1985, the legislature appropriated $40,000 for the study of the 
economy's weaknesses and broad suggestions for recommenda- 
tions to improve it. The legislature, however, required a 1:1 match 
by the private sector to fund the study. 

The legislature needed the cooperation and active participation 
of the executive branch in this undertaking. The $40,000 technical- 
ly was appropriated to the Department of Economic Development, 
whose ' nist was needed if the effort were to be successful. Thus, the 
coalition-buUding effort of the legislators had involved the ex- 
ecutive branch, the academic community, and the private jctor, as 
well as the legislature. 

After a couple of months following the end of the legislative ses- 
sion, however, little had happened. Winter noted. Braden and 
Winter formed an ad hoc group that included the secretary of the 
Department of Economic Development as well as representatives 
from the private sector. The ad hoc group then issued a request in 
thvj summer of 1985 for proposals (RFPs) to the universities. The 
universities were invited to submit proposals to conduct the study. 

The University of Kansas' Institute for Public Policy and 
Business Research, which was headed by Professor Tony Red- 
wood, won the competition and was awarded the contract. Wichita 
State University also contributed to the study. National experts— 
ASLAN of Washington, D.C.; Midwest Research Institute of Kan- 
sas City; and Counsel for Community Development of Cambridge, 
Massachusetts— who could critique the Kansas study and con- 
tribute their knowledge of the economic development initiatives in 
other states, were hired. 

A significant aspect of the study's development was that the 
private sector was involved, by virtue of its 840,000 contribution to 
the cost of the study, but the private sector had absolutely no con- 
trol over the study and its reconmiendations. Bankers, the Kansas 
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Farm Bureau, realtors, railroads, and aircraft manufacturers con- 
tributed to the private sector's $40,000 portion of the study, 
matched by the universities in in-kind services. 

The study's preliminary findings were issued in December 
1985, and became known as the Redwood-Krider report. The 
recommendations were presented at a joint session of the House 
and Senate Ways and Means committees for maximum publicity to 
get the attention of the state's citizens. The committees received 
the message that the state's economy was in trouble and that it 
would not turn around on its own accord, without initiatives by the 
public and private sectors. According to Winter, the hearing 
''scared people" and ''got the attention of the public and the legis- 
lature," which helped eliminate any political struggles that might 
have arisen. 

The legislature created a special legislative Economic Develop- 
ment Commission (EDO, to draft legislation on the study's recom- 
mendations during the next six weeks of the session. The EDC con- 
cluded that the state's effort should go into helping retain existing 
firms and assisting them in expansion as well as helping new firms 
start up. The resulting legislative package includes the following 
economic development initiatives: 

(1) An income tax credit for investment in R & U in Kan- 
sas to further the creation of new and diversified 
products and processes. 

(2) Creation of the Kansas Technology Enterprise Cor- 
poration, a partnership among the private sector, uni- 
versities, and the state, to foster innovations in exist- 
ing firms and the development of new businesses. 

(3) A statewide risk capital system to provide venture 
capital for high-risk research efforts and for develop- 
ing innovative products. According to the Redwood- 
Krider report, the lack of such capital was the "main 
economic development problem for Kansas." 

(4) A constitutional amendment lifting the ban against 
using state funds for "internal improvements," in- 
cluding investing in economic development. 

(5) A c^ nstitutional amendmr^nt permitting a state lot- 
tery and parimutuel betting, part of which would 
fund state economic development initiatives. 

(6) Enacting legislation for counties to establish enter- 
prise zones. 

(7) Creation of a new Department of Commerce, includ- 
ing a new division for Trade Development, from the 
old Department of Economic Development. 
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(8) Creation of Kansas, Inc., a nonprofit corporation that 
brings together representatives from state govern- 
ment, business, agriculture, higher education, and 
labor to work together on short-term and long-term 
strategic economic analysis and planning. 

(9) Revisions in the income tax and sales tax incentives 
for business development. 

(10) Creation of permanent economic development com- 
mittees in the House and Senate, as well as a standing 
joint economic development committee so that the 
legislature could provide coordination, continuity, 
and visibility for economic development issues. 

According to Belden Daniels, a private consultant who worked 
with the Kansas Legislature in developing this package: *'[The 
Redwood-Krider report] is the finest single job that any state has 
ever done of looking danger straight in the face and recognizing ex- 
traordinary opportunity." 

But Daniels is also the first to admit that the biggest challenge 
is yet to come: 

Conceiving that plan, designing that plan, passing the 
plan through the legislature, remarkable as all of that may 
seem, that is the easy part. The implementation is the hard 
part. The implementation is where the v/its, grits, and con- 
cern really come out. And that is absolutely, 100 percent 
up to the citizens of Kansas. 



Conclusion 



State officials are investing heavily— both fiscally and 
politically— in policies that promise to stimulate state economic 
growth. In the process, they are learning some important lessons. 

First, rather than chase smokestacks or offer businesses 
unlimited tax giveaways, today's policymakers are crafting their 
states economic futures around existing strengths. They are help- 
ing existing manufacturing industries modernize. And they are 
nurturing homegrown industries, particularly small businesses and 
high-tech firms. Pennsylvania is a good example of a state that is 
using an important state resource, its higher educational system, 
to anchor its economic development initiatives. 

Second, rather than be ajpendent on a single industry or 
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their state economic bases. These efforts characterize recent 
economic policies of all states, but are particularly apparent in the 
energy and Farmbelt states. Kansas is a good example of a state 
that is initiating fiscal and educational policies to make itself less 
dependent upon its traditional economic basa 

Finally, rather than attack their problems on a piecemeal basis, 
increasingly, today's policymakers are embarking on ambitious 
programs to stimulate their state's economies, using education as 
the cornerstone. While it is still too soon to gauge their success, ear- 
ly signs favor those states that have adopted a comprehensive, 
long-term, collaborative approach to solving their problems— a pro- 
cess of thinking and acting that will engage the energy and talents 
of not only current officeholders but also their successors. 
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CCSSO Study Commission Survey on Education and the Economy (continued) 
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Selected References 
and Resources 



The Office of Educational Research and Improvement of the U.S. Depart- 
ment of Education is funding the National Center on Education and 
Employment to sponsor research on work-related education policies and 
practices across the country. The center is a consortium of several institu- 
tions: Teachers College at Columbia University and the Rand Corporation 
of Santa Monica, California, and Washington D.C. For further information, 
write or call: NCEE, Teachers College, Columbia University, Box 174, New 
York, N.Y. 10027, (212) 678-3091. 

The Committee for Economic Development, an independent research and 
educational consortium of business executives and educators, is develop- 
ing policy recommendations to encourage investment in and an upgrading 
of the nation's public schools. It has sponsored two publications that 
address private sector involvement in the education reforms and in state 
economic development policies. Investing in Our Children (1985) and 
Leadership for Dynamic State Economies (1986). For further information, 
write or call: CED, 477 Madison Avenue, New York. N.Y. 10022 
(212)688-2063. 

The Carnegie Forum on Education and the Economy is a 10-year effort of 
The Carnegie Corporation of New York, established in January 1985, to 
help develop education policies to meet future economic challenges to the 
country. A Nation Prepared, the first report, focuses on the need to 
upgrade the teaching profession. Carnegie also has funded a three-year 
project at the National Governors* Association to assist states in imple- 
menting the school restructuring policies recommended in the report. For 
additional information, call or write: The Carnegie Forum on Education 
and the Economy, 1380 18th Street, N.W., Suite 401, Washington, D.C. 
20036, (202) 463-0747; The National Governors* Association, Suite 250, 
444 N. Capitol Street, N.W., Washington, D.C. 20001, (202) 624-5300. 

The following list, compiled by Dan Pilcher, represents some major works 
in the area of state economic and trade development. 

Bartsch, Charles. Reaching for Recovery in Michigan. 1985. The Center for 
Regional Policy, Northeast-Midwest Institute, 218 D Street, S.E., 
Washington, D.C. 20003. Phone: (202) 544-5200. Cost: $10 plus $2 
postage/handling; order must be accompanied by payment. 

Bettger, Gary. "Business Incubators: A New Tool for State Economic 
Development.** October 1986. National Conference of State 
Legislatures, 1050 17th Street, Suite 2100, Denver, CO 80265. 
Phone: (303) 623-7800. Copies are available to individual legislators 
and legislative staff free of charge. For others, the cost is $5. Contact: 
Dan Pilcher. 

'*State Venture Capital Initiatives.** State Legislative Report 



1986. National Conference of State Legislatures, 1050 17th Street. 
Suite 2100, Denver, CO 80265. Phone: (303) 623-7800. Copies are 
available to individual legislators and legislative staff free of charge. 
For others, the cost is $5. Contact: Becky Duffield. 
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Building the New Economy: States in the Lead Robert Friedman and 
William Schweke et al. Edited by Dave Jones. August 1986. Corpora- 
tion for Enterprise Development, 1725 K Street, N.W., Suite 1401, 
Washington, D.C. 20006. Phone: (202) 293-7963. Cost: S15. Orders 
must be prepaid. 

Clarke, Marianne K. Revitalizing State Economies: A Review of State 
Economic Development Policies and Programs. August 1986. Center 
for Policy Research and Analysis, National Governors' Association. 
To order, send $12.50 to the NGA Publications Department, Suite 
250, 444 N. Capitol Street, N.W., Washington, D.C. 20001. For mfor- 
mation, call (202) 624-5300. 

Directory of Incentives for Business Investment and Development in the 
United States; A State-by-State Guide, 1986. National Association of 
State Development Agencies. To order, call or write: The Urban In- 
stitute Press, Hampden Station, Box 19958, Baltimore, Md. 21211. 
Phone: (301) 338-6951. Cost: S65 plus $2 for shipping/handling. 

Directory of State Small Business Issues: Looking Toward the Future, 
October 1985. Office of the Chief Counsel for Advocacy, U.S. Small 
Business Administration, 1441 L Street, N.W., Washington, D.C. 
20416. Phone: (202) 634-7235. 

Doyle, Pete- H., and Brisson, Candace. Partners in Growth: Business- 
Higher Education Development Strategies. 1985. Northeast- 
Midwest Institute, 218 D Street, S.E., Washington, D.C. 20003. 
Phone: (202) 544-5200. Cost: $5 plus S2 posUge/handling; order must 
be accompanied by payment. 

Federal and State Roles in Economic Development Hearings before the 
Intergovernmental and Human Relations Subcommittee of the Com- 
mittee on Government Operations, U.S. House of Representatives. 
December 2, 4-5, 1986. 57-629 0-86-1. Superintendent of Documents, 
Congressional Sales Office, U.S. Government Printing Office, 
Washington, D.C. 20402. 

^Financing Innovation in Enterprise: Beyond Venture Capital James 0. 
GoUub, Principal Author. July 1985. Public Policy Center, Stanford 
Research Institute (SRI) International, 333 Ravenswood Avenue, 
Menlo Park, Calif. 94025. Phone: (415) 859-2616. 

Forging Links for a Productive Economy: Partnerships Among Govern- 
ment, Business, and Education. 1984. Council of State Governments, 
P.O. Box 11910, Lexington, Ky. 40578. Phone: (606) 252-2291. 

Grossman, Ilene. Initiatives in State Economic Development 1985. 
Midwestern Conference, Council of State Governments, 203 N. 
Wabash, Suite 1200, Chicago, 111. 60601. Phone: (312) 236-4011. 

Hamilton, William; Ledebur, Larry; and Matz, Deborah. Industrial Incen- 
tives: Public Promotion of Private Enterprise. 1985. ASLAN Press, 
2021 K Street, N.W., Suite 711, Washington, D.C. 20006. Phone: 
(202) 887-8148. Cost: $15 plus $2 shipping and handling. 

The Higher Education-Economic Development Connection: Emerging 
Roles for Public Colleges and Universities in a Changing Economy. 
1986. Tom Chmura, Chief Author. Public Policy Center, Stanford 
Research Institute International, 333 Ravenswood Avenue, Menlo 
Park, Calif. 94025 (415) 859-2616. Published by the American 
Association of State Colleges and Universities, 1 Dupont Circle, 
Suite 700, Washington, D.C. 20036, under a cooperative agreement 
with the Economic Development Administration, U.S. Department 
of Commerce. 
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Innovations in Industrial Competitiveness at the State Level December 
1984. Report to the President, Commission on Industrial Com- 
petitiveness. Public Policy Center, Stanford Research Institute In- 
ternational, 333 Ravenswood Avenue, Menlo Park, Calif. 94025. 
Phone: (415) 859-2616. 

^Investing in People: New Directions in Developing Human Capital to 
Meet the Needs of a Dynamic Economy, Tom Chmura, Principal 
Author. July 1985. Public Policy Center, Stanford Research In- 
stitute International, 333 Ravenswood Avenue, Menlo Park, Calif. 
94025. Phone: (415) 859-2616. 

Leadership for Dynamic State Economies, October 1986. R. Scott Fosler, 
Vice President and Director of Government Studies and Project 
Director, Subcommittee on State Economic Progress, Committee for 
Economic Development, 1700 K Street, N.W., Washington, D.C. 
20006. Phone: (202) 296-5860. Cost: $9.50, prepayment must accom- 
pany order. 

Living on the Leading Edge: State Policy Issues for Education and 
Economic Development in a Global Economy, By the Task Force on 
Education and Economic Growth and Development, National Con- 
ference of Lieutenant Governors. To order, write or call the Council of 
State Governments, P.O. Box 11910, Lexington, Ky. 40578. Phone: 
(602) 252-2291. Cost: $15. 

^Managing the Renewal of Mature Industries: Beyond Sn- ikes tacks and 
Sunsets, July 1985. Julian Nikolchev, Principal /tathor. Public 
Policy Center, Stanford Research Institute Inten ational, 333 
Ravenswood Avenue, Menlo Park, Calif. 94025. '*hone: (^15) 
859-2616. 

Matz, Deborah. An Analysis of Innovative State Economic Development 
Financing Programs, 1985. National Association of State Develop- 
ment Agencies, Hall of the States, Suite 245, 444 N. Capitol Street, 
N.W., Washington, D.C. 20001. Phone: (202) 625-5411. 

The 1983 Guide to Government Resources for Economic Development 

1982. Northeast-Midwest Institute, 218 D Street, S.E., Washington, 
D.C. 20003. Phone: (202) 544-5200. 

Pilcher, Dan. The States and International Trade: New Roles in Export 
Development 1986. National Conference of State Legislatures, 1050 
17th Street, Suite 2100, Denver, CO 80265. Phone: (303) 623-7800. 
Copies are available to individual legislators and legislative staff free 
of charge. For others, the cost is $10. Contact: Becky Duf field. 

^Promoting Advanced Technology Appropriate to a Staters Economy: 
Beyond **High Tech ** Highways, July 1985. Ted Lyman and Douglas 
Henton, Principal Authors. Public Policy Center, Stanford Research 
Institute International, 333 Ravenswood Avenue, Menlo Park, Calif. 
94025. Phone: (415) 859-2616. 

Reinshuttle, Robert. Economic Development A Survey of State Activities, 

1983. Council of State Governments, P.O. Box 11910, Lexington, Ky. 
40578. Phone: (606) 252-2291. Cost: $15. 

State Activities in Capital Formation: Venture Capital, Working Capital, 
and Public Pension Fund Investments, June 19S5. Office of the Chief 
Counsel for Advocacy, U.S. Small Business Administration, 1441 L 
Street, N.W., Washington, D.C. 20416. Phone: (202) 634-7235. 

State Activities in Venture Capital, Early-Stage Financing, and Secondary 
Markets, May 1984. Office of the Chief Counsel for Advocacy, U.S. 
Small Business Administration, 1441 L Street. N.W., Washington, 
D.C. 20416. Phone: (202) 634-7235. 
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The States and Small Business: Programs and Activities, November 1986. 
Office of the Chief Counsel for Advocacy, U.S. Small Business Ad- 
ministration, 1441 L Street, N.W., Washington, D.C. 20416. Phone: 
(202) 634-7235. 

States in the International Economy. August 1985. Kathleen Joyce. Com- 
mittee on International Trade and Foreign Relations, National 
Governors' Association. National Governors' Association, Suite 250, 
444 N. Capitol Street, N.W., Washington D.C. 20001. Phone: (202) 
624-5300. Cost: $10. 

Taken for Granted' How Grant Thornton's Business Climate Index Leads 
States Astray. By the Corporation for Enterprise Development, with 
the Institute on Taxation and Economic Policy and Mt. Auburn 
Associates. Order from the Corporation for Enterprise Development, 
1725 K Street, N.W., Suite 1401, Wasliington, D.C. 20006. Phone: 
(202) 293-7963. Cost: 810. Orders must bo prepaid. 

Technology and Growth: State Initiatives in Technological Innovation. 
October 1983. NGA Task Force on Technological Innovation. Na- 
tional Governors' Association, Suite 250, 444 N. Capitol Street, 
N.W., Washington, D.C. 20001. Phone: (202) 624-5300. Cost: S8. 

Technology, Innovation, and Regional Economic Development July 1984. 
Office of Technology Assessment, U.S. Congress. OTA-BP-238. To 
order, write Superintendent of Documents, Congressional Sales Of- 
fice, U.S. Government Printing Office, Washington, D.C. 20402. 

Technology, Innovation, and Regional Economic Development Encourag- 
ing High-Technology Development— Back ground Paper #2. 
February 1984. Office of Technology Assessment, U.S. Congress. 
OTA-BP-25. Library of Congress Catalog Card No. 84-606013. To 
order, write Superintendent of Documents, Congressional Sales Of- 
fice, U.S. Government Printing Office, Washington, D.C. 20402. 

Vaughan, Roger; Pollard, Robert; and Dyer, Barbara. The Wealth of 
States: Policies for a Dynamic Economy. May 1 986. Council of State 
Planning Agencies, Hall of the States, Room 291, 400 N. Capitol 
Street, Washington. D.C. 20001. (202) 624-5386. 

*Note: These publications were prepared by SRI Tntemational as part of a joint 
project with the Council of State Planning Agencies (CSPA) under a grant from the 
Economic Development Administration of the U.S. Commerce Department. The 
project sought to identify new strategies for economic development at the regional 
and state levels. The publications were presented at "An Agenda for a Dynamic 
Economy," a joint symposium of CSPA and SRI International, July 14-16, 1985, 
Menlo Park, California. 



ERIC 



120 




National Conference of State Legislatures 
William T. Pound, Executive Director 



Denver Office 
1050 Seventeenth Street. Suite 2100 
Denver. Colorado 80265 
303/623-7800 



Washington Office 
444 North Capitol Street. N.W.. Suite 500 
Washington. D.C. 20001' 
202/624-5400 



ERLC 



